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Quiet please! 





We're working 





Nothing does more work more quietly than the 
new Royal Electric. 






It helps typists do more work, better-looking ; 
work, faster ... because it’s 13 times faster to 
operate than non-electric typewriters. 


And it goes about its business quietly. The 

C= new Royal Electric muffles irritating typewriter 
noises so you can hardly hear them. It’s as easy 

on your ears as it is light and easy to the touch. 















The quiet new Royal Electric comes in 5 excit- 
ing two-tone “Royaltone” colors to brighten up 
your office and boost your typists’ morale. 









If you believe that typewriters should be seen 
but not heard, give a listen to your Royal Repre- 1 
sentative today. 














electric + standard + portable 
Roytype® business supplies 


World’s Largest Manufacturer of Typewriters, Royal Typewriter Co., Division of Royal McBee Corp. 
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The school’s 24-page Catalogue A 
is available free upon request. 
Address your card or letter to 
the Secretary, IAS.... 


The IAS 
RESIDENT FINAL EXAMINATION 





oh. of the unique features of IAS training is the 
Resident Final Examination, introduced in 1925. This 
plan has made a direct contribution to the success of 
thousands of IAS graduates. 


@ Upon successful completion of the Diploma Course 
of 90 assignments, an IAS student is given a compre- 
hensive Resident Final Examination in his own com- 
munity, under the supervision of a local Certified 
Public Accountant (or an attorney at law if no CPA 
is available). The examination questions, prepared 
by the IAS Faculty, are forwarded under seal to the 
local examiner, who holds the examination in his 
office. Adequate controls are used to see to it that no 
two students in the same locality are given the same 
examination. 


@ The examination usually takes five to six hours. 
The examiner is required to certify that the student 
completed the work entirely on his own, without 
access to any textbooks or notes. The examination 
papers then are forwarded by the examiner to Chicago 
for faculty correction and review, to determine if a 
diploma should be awarded. 


@ No IAS Diploma has been awarded to any student 
enrolled since April, 1925, unless the student has 
passed such an examination. 


@ The Resident Final Examination plan safeguards 
the integrity and enhances the value of the IAS 
Diploma. It assures prospective employers that IAS 
graduates possess a thorough, tested knowledge of 
accounting. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Simee 1903 


209 WEST JACKSON BOULEVARD ¢ CHICAGO 6, ILLINOIS 


IAS is an Accredited School, accredited by the Accrediting Commission of the National Home Study Council 
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Editorial material in THE CONTROLLER is 
selected in accordance with the following: 






CONCEPT OF MODERN CONTROLLERSHIP 
of Controllers Institute of America 






1. To establish, coordinate and maintain 
through authorized management, an integrated 
plan for the control of operations. Such a plan 
would provide, to the extent required in the 
business, cost standards, expense budgets, sales 
forecasts, profit planning, and programs for 
capital investment and financing, together 
with the necessary procedures to effectuate the 


plan. 









2. To measure performance against approved 
Operating plans and standards, and to report 
and interpret the results of operations to all 
levels of management. This function includes 
the design, installation and maintenance of 
accounting and cost systems and records, the 
determination of accounting policy and tke 
compilation of statistical records as required. 










3. To measure and report on the validity of 
the objectives of the business and on the effec- 
tiveness of its policies, organization structure 
and procedures in attaining those objectives. 
This includes consulting with all segments of 
management responsible for policy or action 
concerning any phase of the operation of the 
business as it relates to the performance of this 
function. 











4. To report to government agencies, as re- 
quired, and to supervise all matters relating 
to taxes. 







5. To interpret and report on the effect of 
external influences on the attainment of the 
objectives of the business. This function in- 
cludes the continuous appraisal of economic 
and social forces and of governmental influ- 
ences as they affect the operations of the 
business. 







6. To provide protection for the assets of 
the business. This function includes establish- 
ing and maintaining adequate internal control 
and auditing, and assuring proper insurance 
coverage. 
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A.B.C. MEMBERSHIP 








‘Che Hlalhmark 
d ae (73 


As a new member of the Audit Bureau of Circula- 
tions, it is now our privilege to display the A.B.C. 
insigne— which for forty years has stood as the 
Hallmark of Circulation Value. Our new A.B.C. 
report, like this symbol, is your guide to the pur- 
chase of advertising from us...on the basis of 


FACTS. 


The Bureau’s exacting procedures have been ap- 
plied to our circulation practices and records by an 
experienced A.B.C, circulation auditor. 


Measured and tested to these high standards, the 
results appear in our new A.B.C. report, which tells 
you exactly: »* How much paid circulation we 
have * How much unpaid distribution * How we 
get circulation * Our renewal percentage ¢ Busi- 
ness or occupation of our subscribers * Where our 
circulation goes, and many other facts. 


Write for your copy of our A.B.C. report today. 
Study it to see why we’re proud to join the 3480 
other publishers, advertisers and agencies who 
are members of the Audit Bureau of Circulations. 


THE CONTROLLER 


A.B.C. REPORTS — FACTS AS THE BASIC MEASURE OF ADVERTISING VALUE 














“PHYSICIAN, HEAL THYSELF!” 


Editors, THE CONTROLLER: 

If jocular inquiries that I have received 
in the few days since the publication of 
the December issue of THE CONTROLLER 
mean anything, the tabulation on page 
600 of references on office standards is 
likely to be quite embarrassing. Our com- 
pany pioneered in this field for more 
than ten years, and we have scientific in- 
stallations in about 60 companies, includ- 
ing those shown in the attached listing. 

THE CONTROLLER published articles 
by me in November 1948 and April 1952. 
Among others, there was an excellent ar- 
ticle in September 1954 by Ralph A. 
Martin of SOHIO. 





COVERS 
INTERESTS OF 
CONTROLLERS 


rf 
FINANCIAL 
EXECUTIVES 
Lecleotiuely 





by Fred J. Muth 


by John W. D. Wright 


by George J. Kelley 








Forthcoming Features 


IN THE CONTROLLER 


% AN EVALUATION OF DIRECT COSTING 


¥%& SETTING EARNING STANDARDS 
FOR DECENTRALIZED OPERATIONS 


ye WE'RE EASING INTO AUTOMATION 


%& FINANCIAL MANAGEMENT IN GOVERNMENT 
by Percival F. Brundage 


We are the only consultants to main- 
tain a Research Laboratory for the devel- 
opment of clerical standards for the use of 
our clients, and it has been estimated that 
more than a half million dollars has been 
devoted to this purpose during the past 
ten years. 

In view of the above, it would seem 
that THE CONTROLLER’ listing of refer- 
ences is inadequate. Admittedly, I have 
done little writing personally on the sub- 
ject in recent years, since our own organ- 
ization has been preoccupied with actual 
installations. 

I am confident that the above is a mere 
oversight on the part of your editorial 





staff, but I do believe that it should be 
brought to your attention. 


PAUL B. MULLIGAN 
Paul B. Mulligan & Co. 
New York 


LITTLE BOUQUETS ... 

“\ . . we will look forward with con- 
siderable pride and pleasure to this pub- 
lication in your magazine.” JSW—author, 


Editors, THE CONTROLLER: 

May I say in passing that we always en- 
joy receiving our copy of THE CONTROL- 
LER as we invariably find several articles 
of real value and certainly they are all 
well written. 


JOHN M. WERMUTH 
Acheson Industries, Inc. 
Port Huron, Mich. 


IDENTICAL VIEWS 
Editors, THE CONTROLLER: 

You will be interested to know that the 
Temporary Utilities Committee, New 
York Society of Security Analysts, has 
filed a letter with the Director, Division 
of Corporate Regulation, Securities and 
Exchange Commission, on the subject of 
“Study of Capitalization Ratios, File #S7- 
148.”” These views supported completely 
the recommendations made to the SEC by 
the National Committee on Securities and 
Exchange Regulation of Controllers In- 


stitute. It is gratifying to know that the | 
views of this Institute Committee and | 


those of financial analysts are identical. 


Who. H. ZIMMER 
The Cincinnati Gas and Electric Company 
Cincinnati, Ohio 


TAX AUDITORS NEEDED IN GUAM 


Editors, THE CONTROLLER: 


May we ask you for help in our recruit- 
ment effort for tax auditors for the Govern- 
ment of Guam. 

Enclosed are two copies of our an- 
nouncement which we would like you to 
give wide dissemination. 


PETER C, SIGUENZA 
Director of Personnel 
Government of Guam 
Agana, Guam 


The announcement says that tax auditors 
are needed in Guam. We are so busy looking 
at the pictures pasted onto the announce- 
ment that we almost overlooked the fact that 
the following positions are open: Internal 
Revenue Agent III $4940-6240, per annum. 
Two years experience; Internal Revenue 
Officer $5460-6825, per annum. Three years 
experience; Accountant III $6500-8190 pert 
annum. Four years experience. 

For information on the positions, travel, 
etc., write airmail to Mr. Siguenza at the 
Department of Labor and Personnel, Gov- 
ernment of Guam, Agana, Guam. 





ene eee 





—The Editors 
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U. S. Savings Near Record 

A near record of $7.1 billion was added in the first half 
of 1956 by Americans to their savings accounts, savings 
bond holdings and reserves of life insurance policies, accord- 
ing to the Federal Home Loan Bank Board. That was about 
$1 billion more than in the last half of 1955 and $300 mil- 
lion more than in the first six months of 1955. The Board 
reported that savings and loan institutions accounted for 
about 38.6 per cent of the $7.1 billion in new savings, and 
life insurance reserves 36.5 per cent. Of the total savings 
dollar, the report showed nearly 15 cents was in savings and 
loan associations, compared with 13 cents a year ago. Life 
insurance reserves accounted for the same 31 to 32 cents, 
savings accounts in mutual savings and commercial banks 
were 32 cents, while Postal savings deposits and credit un- 
ions were less than two cents to the dollar. 


A Decade of Change 

The growing industrialization of the American South, to- 
gether with a large influx of population and industry into 
the western area, has been moving the American economy 
south and west in the post-war years. As a result, U. S. mar- 
kets have become broader and more homogeneous, according 
to a recent analysis by the Chase-Man- 


ing impressive increases, while the U. S. economy moved 
south and west. 


Trends in Annual Reports 

Corporate annual reports are more informative and com- 
plete than ever before, according to the American Institute of 
Accountants which recently released its roth edition of ‘‘Ac- 
counting Trends and Techniques,” analyzing the reports of 
600 typical industrial corporations. From the comparative 
tables and examples, numbering over 100, the following 
highlights are noticeable: 

Some variation of “Retained Earnings” has replaced the 
term ‘Earned Surplus’ in the reports of over half the com- 
panies. In 1948, for comparison, only 17 per cent had aban- 
doned the old term. 

While the term ‘Balance Sheet”’ is still quite common, it 
has lost ground to such titles as “Statement of Financial Con- 
dition.” 

Only 10 per cent of the companies surveyed in 1955 used 
‘Profit and Loss Statement.’” This has been replaced by “In- 
come Statement’’ or “Statement of Earnings” or some similar 
designation. 

All but two of the 600 companies studied presented com- 
plete sets of balance sheets, income statements and surplus 
statements and only 59 companies failed to present footnotes 
which explained items on the statements or added significant 
data. 

A steady increase has been noted during the past decade 
in the use of the combined income and retained earnings 
statement and a corresponding decrease in the use of a sepa- 
rate statement of income. 

Seventy-eight per cent of the firms presented statements of 
previous years to permit comparison with 1955. This repre- 
sents a considerable growth since 1946 when only 41 per 
cent included comparative statements. —PauL HAASE 





hattan Bank, New York, which also 
notes that U. S. income has been more 
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evenly distributed at the same time that 
the economy has become more com- 
petitive than ever before. 

As an inevitable outgrowth of the 
dynamic American economy, the re- 
gional shifts have meant that “‘clinically 
depressed area’’ problems have been 
lessened by the influx of new industry 
and the outflow of unemployed 
workers, living standards of low-in- 
come groups have been raised, and con- 
sumers have benefited from better serv- 
ice and more favorable prices as the 
geographical spread of industry in- 
creased competition in many areas. 

The map on this page, * based on data 
from the U. S. Department of Com- 
merce and Fortune, reflects the dynamic 
changes in the post-war years as popu- 
lation and personal income were show- 
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IS YOUR BUSINESS GROWING? 


If it is, then your FILES must be growing at a propor- 
tionate pace! But HOW are they keeping pace? Is your 
index system inflexible, outmoded, wasteful? Are addi- 
tional filing cabinets eating up more and more valuable 
floor space? Here are 2 products—exclusives of Reming- 
ton Rand—that are engineered expressly to meet those 
“growing” needs! 

VARIADEX®—Scientifically developed alphabetic fil- 
ing—permits UNLIMITED (file expansion without waste. 
Your files grow automatically as your business grows... 
completely eliminating costly waste of discarded indexes 
and Jaborious reindexing. But that’s not all. ..VARIADEX 
color coding cuts reference and finding time as much as 


80%! VARIADEX—as modern as tomorrow. 


KOM PAK T~—the revolutionary new line of files— gives 
you an extra drawer in every file. You can save up to 50% 
of your costly filing floor space ($3-$6 per sq. foot!) ... 
for example, by replacing 4-drawer files with 6-drawer 
KOMPAKT files—and you'll still find the top drawer read- 
ily accessible. And KOMPAKT has superior construction, 
smoother operation and beautifully streamlined appear- 
ance—as modern as tomorrow. 

Get full particulars on these TIME-SPACE-MONEY- 
SAVING products ... write Room 1122, 315 Fourth 
Avenue, New York 10. Ask for LBV666—‘“‘VARIADEX” 
and LBV676—“KOMPAKT.” 

Remington. Frand. 


DIVISION OF SPERRY RAND CORPORATION 
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Planning and Control 





in Machine Accounting Installations 


Maurice S. Newman 


ANY COMPANIES have machine ac- 
M counting operations whose annual 
costs exceed a quarter million dollars. Such 
an operation justifies proper planning and 
control to avoid excessive costs and to see 
that the work flows through the depart- 
ment smoothly and on schedule. When 
viewed in the abstract, a machine account- 
ing operation is a paperwork processing 
plant and yet it does not appear that the 
accountant has learned from his factory 
counterpart the application of the various 
planning and control techniques that have 
made our factories so efficient. 

Although tabulating machines have 
been installed for functions such as sales 
statistics or production control, which are 
entirely outside of the accounting area, 
most installations are under the supervi- 
sion of the controller. It is unusual, how- 
ever, to find a trained accountant in direct 
charge of a tabulating machine installa- 
tion. Companies going into such programs 
are prone to hire someone with tabulating 
machine experience, rather than to train 
one of their own accountants in machine 
accounting principles. 

There is no particular reason why this 
should be so, except that most tabulating 
operations are started in a moment of 
inspiration which does not leave sufficient 
time to train such an individual. Certain 
aspects of machine accounting operations 
need an engineering viewpoint, but many 
accountants have such a viewpoint, partic- 
ularly those engaged in the cost accounting 
area. Accountants become familiar with 
factory operations during the course of 
their work, and so would be in a position 
to apply “production line” principles to 
machine data processing. 

Much could be done to effect a merger 
of these skills of the accountant with his 
broad analytical viewpoint and of the tab- 
ulating supervisor with his machine ac- 
counting knowledge. Machine accountants 
with sufficient aptitude should be encour- 
aged to attend accounting classes and 
could be transferred to auditing functions, 





where they might quickly pick up the ac- 
counting knowledge necessary to broaden 
their scope. On the other hand, accounting 
trainee programs should include a period 
of training in machine accounting, which 
would be sufficient to acquaint the future 
accountants with the capabilities and po- 
tentialities of such equipment. 


NEED FOR STANDARD COSTS 


One of the natural results of the di- 
vorcement of accounting and tabulating 
skills has been a tendency to high cost and 
unsatisfactory performance in many ma- 
chine accounting installations. It is not un- 
common to hear responsible executives 
complain about the tremendous cost of 
tabulating operations. This is an early rec- 
ognition of the fact that a data-processing 
problem exists. It is only when a large vol- 
ume of work is consolidated into a ma- 
chine accounting operation that an operat- 
ing executive has any conception of the 
cost of data processing. It would be diffi- 
cult to find any other area, except perhaps 
in product research, where so much money 
is spent without a full understanding by 
the major executives of how it is being 
spent. 
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It is only in recent years that executive 
management has been fully aware that a 
data-processing problem exists. While 
they might not in all cases be able to de- 
fine it as such, they do realize that an in- 
creasing number of clerical workers are 
being added to their staff, that overhead 
costs are increasing proportionately to or 
faster than sales, and that these costs do 
not decrease if the sales level is cut back. 
They find that they are making rather sub- 
stantial rental payments for equipment, 
and they find that the number of clerks 
has increased, but they are unable to de- 
termine the efficiency of the workers or of 
the machines. 

As stated before, a machine accounting 
operation is no more than a paper-proc- 
essing factory, so that it is relatively easy 
to apply standard cost principles to con- 
trol costs, and to obtain performance meas- 
urements for planning purposes. In those 
companies where this has been done the 
results have been quite revealing and have 
usually resulted in very substantial organ- 
izational and procedural changes. That 
such principles have not been more widely 
applied may be attributed to the fact that 
tabulating supervisors have not received 





MAURICE S. NEWMAN is systems manager with the San 
Francisco, California office of Haskins & Sells, New York 
certified public accountants. He has been engaged in man- 
agement services work since 1947. His career includes four 
years with Cresap, McCormick and Paget, New York man- 
agement consultants. He is a certified public accountant of 
New York and California and is a member of the American 
Institute of Accountants and the National Association of 
Cost Accountants. He has had articles published in the ac- 
counting journals and has addressed management groups. 
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sufficient training in standard cost account- 
ing principles, and partly to a natural re- 
luctance of tabulating machine salesmen 
to endorse such procedures. 

The installation of machine accounting 
usually means that the functional costs of 
a number of different departments are 
now consolidated in one department, 
where they appear as a rather sizable 
amount of money and a convenient target 
for cost reduction programs. Many tabulat- 
ing supervisors are required to defend 
their costs without any particular training 
in cost analysis to help them do so. It is 
also true, however, that tabulating costs 
can get out of hand and it is sometimes 
difficult to find exactly why costs are in- 
creasing, or who is responsible for such an 
increase. It is also a desirable objective to 
be able to charge tabulating costs to the 
operating departments for whom the serv- 
ice is performed. They in turn, however, 
will resent being charged unless they know 
exactly what they are paying for. These 
needs can be met by a standard cost sys- 
tem which will provide for: 


1. Cost estimates. 
2. Control of costs. 
3. Cost allocation. 


MACHINE PROCEDURE MANUAL 


One of the basic needs for good plan- 
ning is a well-developed procedure manual 
for each regular job to be performed. Each 
job that is to be done should be subdivided 
into the various clerical procedures or ma- 
chine tasks that are required to complete 
the job. It is desirable to prepare machine 
procedures on a single page for each op- 





eration, so that these procedures can be 
classified both by job and by machine op- 
eration. This would permit, for instance, 
the assembly of a manual of all sorting 
procedures for all different jobs, which 
could be made available to those indi- 
viduals operating the sorters. The plan- 
ning value of the procedure manual would 
be greatly enhanced if time estimates for 
each operation are calculated in terms of 
the time requirements for handling a thou- 
sand cards or source documents. 

In certain operations such as key punch- 
ing or printing reports, it may be desir- 
able to use a special format to simplify 
understanding of the written instructions. 
For example, in the case of key punching 
it may be more useful to use a picture of 
the actual card form, or one of the actual 
cards pasted to the instruction sheet, with 
indications as to which columns are to 
be key punched, which are to be gang 
punched, and which are to be reproduced 
or summary punched, at the side of the 
card. 

Printing instructions can often be as- 
similated more rapidly if certain sections 
of the page are devoted to the number of 
copies that are required, the particular 
form the information is to be printed 
upon, the wiring board that is to be used, 
and the switch settings that must be made. 
Other remarks as to the preparation and 
eventual distribution of the printed reports 
or forms can also be included. Where 
there is apt to be any confusion, a repro- 
duction of the actual report, or an actual 
copy pasted to an instruction sheet may 
also prove helpful. 
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“All of this eliminates the cost of signs saying ‘Think’ ” 
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JOB AND PROCEDURE CODE 


20S PSS SETAE 


One of the first steps in the construction | 


of a standard cost system would be to | 
develop a job code, if one does not al- | 


stn 


ready exist. A list should be prepared of | 


all jobs performed in the tabulating de- 


partment, and whether such jobs are per- | 


formed daily, weekly, monthly, quarterly, | 
or annually. Each job should be coded in | 
a suitable manner, and it is desirable to | 


use a significant digit code for this pur- | 
pose. A code form which has been found | 
most useful in this connection is a three- | 


digit code in which: 


1. The first digit indicates the se alan 


for which the job is performed. 
2. The second digit indicates the type of 
document from which the job origi- 


nated, such as sales orders or payroll | 


cards. 
3. The third digit identifies the actual job 
or report. 


After the job numbers are assigned, 
each clerical or machine operation re- 
quired to complete the job should be 
coded in sequence. These numbers can be 
used as a aie to the job number to indi- 
cate a particular procedure, and these num- 
bers should be recorded in the procedure 
manual. 


OPERATION CODE 


Now that all work in the tabulating 
department can be defined by job and 
procedure number, the operations must be 
classified in such a way that time standards 
can be set for each operation. If the jobs 
are not too numerous, a precise time 
standard can be set for each step in the 
procedure. It will usually be desirable, 
however, to classify the operations in 
broad groups, as are shown in Exhibit I. 
The form shown is a work-sheet for com- 
puting the time standard. 

In each operation an allowance is made 
for set-up time, which would be the same 
regardless of the amount of work per- 
formed, and a standard is set for running 
time, expressed as output in cards per 
hour. Computation of this standard begins 
with the cyclical rate of the machine, 
which is then adjusted for the time spent 
for handling, spot-checking, normal ma- 
chine interruptions, and minor machine 
adjustments, to arrive at a normal output 
in cards per hour. This final standard 
should represent the actual output of the 
machine when it is being used for a job. 
No allowance should be made for idle 
time when no jobs are available to be put 
on the machines. This factor would be 
considered in the cost budget. 


OPERATING COST BUDGET 


The next step is to compute the stand- 
ard operational costs for the tabulating 
department. An operating budget should 
be prepared which would include salaries, 
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EXHIBIT | 












































































































Ce to § 
al. | OPERA- | SET-UP | ourpuT IN CARDS PER HOUR | MACHINE 
ee : OPERATION TION CODE| TIME TYPE 
e- A We ADJUSTMENT 
pe | NUMBER ae MAXIMUM |peecentaces| NORMAL | NUMBER 
ry KEY PUNCHING — 10 COLUMNS ih .05 1,000 
e to | KEY PUNCHING — 20 COLUMNS 12 .05 500 
pur- | KEY PUNCHING — 30 COLUMNS 13 .05 333 
und | KEY PUNCHING — 40 COLUMNS 14 .05 250 
ree- KEY PUNCHING — 50 COLUMNS 15 .05 200 
7 KEY PUNCHING — 60 COLUMNS 16 .05 166 
1ent KEY PUNCHING — 70 COLUMNS 17 .05 143 
KEY PUNCHING — 80 COLUMNS 18 .05 125 
‘oe KEY VERIFYING — 10 COLUMNS 21 .05 1,000 
~ KEY VERIFYING — 20 COLUMNS 22 .05 500 
KEY VERIFYING — 30 COLUMNS 23 .05 333 
job KEY VERIFYING — 40 COLUMNS 24 .05 250 
KEY VERIFYING — 50 COLUMNS 25 .05 200 
KEY VERIFYING ~ 60 COLUMNS 26 .05 166 
ied, KEY VERIFYING — 70 COLUMNS 27 .05 143 
pi KEY VERIFYING — 80 COLUMNS 28 .05 125 
be INTERPRETING — SINGLE LINE 31 fi 3,600 552 
idi- INTERPRETING — DOUBLE LINE 32 Jj 1,800 
#0 SORTING ~ 1 COLUMN 4) .05 39,000 082 
SORTING — 2 COLUMNS 42 .05 19,500 
SORTING — 3 COLUMNS 43 .05 13,000 
SORTING — 4 COLUMNS 44 .05 9,750 
SORTING — 5 COLUMNS 45 .05 7,800 
“ SORTING — 6 COLUMNS 46 .05 6,500 
- SORTING — 7 COLUMNS 47 .05 5,571 
adi SORTING — 8 COLUMNS 48 .05 4,875 
obs | SORTING — 9 COLUMNS AND OVER 49 .05 4,333 
me COLLATING — ONE FEED 51 E 14,400 
the COLLATING — TWO FEED 52 aa 28,800 077 
ole, COLLATING — SMALL SECONDARY GROUPS 53 * 22,000 
a COLLATING ~ LARGE SECONDARY GROUP 54 ia 17,500 
aid REPRODUCING AND GANG PUNCHING 61 | 6,000 613 AND 519 
CALCULATING — 2 CYCLES 71 Jl 3,000 602A 
os: CALCULATING — 4 CYCLES 72 J 2,500 
a CALCULATING — 6 CYCLES 73 : 2,000 
ng CALCULATING — 8 CYCLES 74 a 1,667 
Der CALCULATING — 10 CYCLES 75 1 1,200 
ins CALCULATING — 15 CYCLES 76 al 800 
ne, CALCULATING — 20 CYCLES 77 J 600 
ent CALCULATING = 25 CYCLES 78 o 500 
mi LISTING 81 a 9,000 407 
ak TABULATING 82 1 9,000 
rd SUMMARY PUNCHING — EVERY 2 CARDS 83 12 4,500 
‘he SUMMARY PUNCHING — EVERY 3 CARDS 84 2 5,400 
ob. SUMMARY PUNCHING — EVERY 4 CARDS 85 2 6,000 
dle SUMMARY PUNCHING — EVERY 5 CARDS 86 2 6,428 
si SUMMARY PUNCHING — EVERY 10 CARDS 87 2 7,500 
SUMMARY PUNCHING — EVERY 20 CARDS 88 .2 8,182 
SUMMARY PUNCHING — EVERY 50 CARDS 89 x 8,654 
*Represents the percentage of time spent for handling, spot checking, normal machine interruptions and minor machine 
d- adjustments. It does not include idle time which factor is considered in the cost budget. 
ng 
ld aD a 
OED COLA LBS ELI SOE LDN ILL JANUARY 1957 





es, 





"1 








fringe benefits, equipment rentals, space 
rentals, supplies, light, power, and other 
overhead items. Cost centers should be 
set up for each group of machines, such as 
key punches, verifiers, sorters, collators, 
etc., and a cost center for clerical work. 
The various elements of cost should be 
allocated to the cost centers on appropri- 
ate bases, such as are indicated in Exhzbit 
II. Specialized forms, such as invoices, 
bills of lading, etc., should be charged 
directly to the department concerned by 
the accounting department and should not 
enter into the tabulating department costs. 

The next step is to determine the avail- 
able machine time, or, in the case of cler- 
ical workers, the available clerical hours. 
These available hours should be adjusted 
by appropriate percentages for expected 
idle time. Machine manufacturers will sup- 


ply percentages as to what might be consid- 
ered as reasonable usage factors for each 
type of equipment. Adjustment of the 
annual hours available by the standard 
utilization percentages will determine the 
expected annual productive hours. By di- 
viding these productive hours into the 
total annual cost we will arrive at standard 
costs per hour for each type of operation. 


MASTER FILE OF JOB CARDS 
It is now possible to prepare a master 

file of job cards; one card for each step to 
be performed in each job, corresponding 
to the job and sequence numbers discussed 
previously. Each card would contain the 
following factors: 

Machine number 

Employe number 

Job number 











EXHIBIT II-COMPUTATION OF STANDARD OPERATIONAL COSTS 














FOR TABULATING DEPARTMENT 


BASIS OF 
ALLOCATION 


DISTRIBUTION 
Machine rentals Bill $ $ $ 


Operators salaries and 


fringe benefits Direct cost 
Supplies Budgeted usage 
Floor rent Space occupied 
Overhead Number of employees poe 
TOTAL ANNUAL COST $ . $ 


Number of employees 


Number of supervisory 
or trainees 


Number of machines 
Annual! hours available 


Standard utilization 
percentage 


Annual productive hours 


Standard cost per hour $ a $ 


KEY Key 
PUNCHES VERIFIERS INTERPRETERS SORTERS COLLATORS CALCULATORS REPROOUCERS 


ACCOUNTING 
MACHINES CLERICAL TOTAL 





$ $ $ $ $ $ 














EXHIBIT III—FORM SET-UP FOR TABULATING COST ANALYSIS 





TIME cost 





SEQUENCE) OPERATION NUMBER OF 


DATE 
NO. CARDS 


408 NO. 


ALLOWED ACTUAL 
ALLOWED ACTUAL 





T 
HOURS | TENTHS 


Hours |TENTHS $ $ 
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Sequence number 

Operation number 

Number of cards 

Actual time 

Date 

Items per hour 

Set-up time 

Allowed time 

Cost per hour 

Total cost allowed 

Actual cost (actual time at 
standard rates) 


It is also desirable to design the cards 
with space to record the actual time re- 
quired and the volume of units processed. 
The design can be patterned after job 
tickets which are used to schedule produc- 
tion work in plants, and time recorders 
can be used quite successfully to show 
start and stop time. At the end of the 
day, the information supplied manually 
should be keypunched. The necessary cal- 
culations should be made, and analyses 
should be run to provide information on 
actual performance against the standard. 
Very little machine time will be required 
for this purpose. 

Each time that a job is scheduled for 
production, the master file would be re- 
produced to make job cards available for 
current performance. As the operator or 
different operators perform each stage of 
the job, they would record the actual time 
and the number of cards processed, to- 
gether with their own employe number 
and the machine number. Dividing the 
number of cards processed by the items 
per hour, and adding the result to the 
set-up time will produce the allowed time. 
Multiplication of the allowed time by the 
cost per hour will give the allowed cost. 
Multiplication of the actual time by the 
cost per hour will provide the actual cost. 
A spending variance between the costs 
computed in this manner and the expendi- 
tures per books can be produced and 
analyzed each month. 

At the end of any period, such as a day, 
week, or month, these cards can be ana- 
lyzed by job, by operation, by machine, or 
by employe to provide such analyses as 
may be required. A form suitable for this 
purpose is shown in Exhibit III. The job 
costs, either standard or actual as is pre- 
ferred, may be used as a basis for charg- 
ing various departments for the service 
performed, and the differences between 
allowed time and actual time will serve as 
a basis for refining the standards and high- 
lighting areas of inefficiency. 

The procedures outlined above would 
also provide a basis for cost estimating on 
new or proposed jobs and for providing 
the operating departments with estimated 
costs of all the services performed for 
them. The work load of the department 
may be reduced quite considerably once 
the operating department heads realize the 
price that they are paying for the informa- 
tion they get. On the other hand, the need 
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for tabulating service may increase as the 
operating heads realize the small price 
that they pay for information of decided 
value to them. If properly handled and 
carefully applied, a standard cost system 
' such as is outlined here can be a valuable 
| introspective tool for the supervisor and 
a useful management control device for 
the controller and for general manage- 
| ment. 


| NEED FOR PRODUCTION CONTROL 


In a machine shop of equivalent size to 
one of our large tabulating departments, 
production control personnel, working 
from time estimates, would schedule the 
work onto each machine in such a way that 
maximum output would be obtained and 
the manufactured parts would be produced 
on time. It would be exceptional, even in 
machine accounting installations where 
many men and machines are employed, to 
find even one individual whose sole duty 
it is to plan the work and assign it to em- 
ployes for completion. Most companies 
could well afford one individual, not en- 
gaged full time in the actual processing of 
data, whose responsibility it would be to 
plan, to control costs, to analyze the flow 
of material, and to assist the tabulating 
department supervisor to fulfill his func- 
tion. In many cases he could justify his 
existence by merely reducing the overtime 
that is paid to machine accounting per- 
sonnel to get specific jobs done on time. 

Such work could be done by a methods 
and procedures group, if one exists, but 
such a group is usually concerned with the 
long-range aspects of a problem and not 
_with the day-to-day operating details. 
These planning functions are usually left 
to the tabulating supervisor, who has nu- 
merous other matters to be concerned with 
and does not always have sufficient train- 
ing in these particular functions to per- 
form them adequately. It might be desir- 
able to hire individuals specifically for 
these staff functions and in such a way de- 
velop potential supervisors for the future. 


JOB OR PROCESS APPROACH 


Clerical work, like its factory counter- 
part, can be performed on either a job or 
a process basis. One clerical worker can 
perform all the necessary procedures to 
complete a job, or a number of clerical 
workers can perform one or more of the 
individual procedures on a large number 
of jobs. The process system is more com- 
mon in manual clerical work, where the 
operations are large enough to justify such 
an approach, but the job system is more 
commonly found in tabulating operations, 
except for the key punching, which is 
usually done by a separate group. A job is 
usually followed through to completion by 
one individual, rather than to have men 
assigned to specific machines, as is more 
common in the factories, who would proc- 
€ss specific portions of a large number of 

ifferent jobs. 











Why this should be so is hard to say, 
for industrial engineering techniques have 
more or less justified the process flow in 
machine operations, except in those cases 
where each job is different from every 
other job, and jobs are not repeated. Many 
of the reasons that are advanced for the 
way that things are now done appear to be 
rationalizations of the “‘status quo,” and 
the answer may lie in the fact that most 
companies do not have adequate procedure 
manuals to support the process approach. 
The machinist has a blueprint from which 
he can extract all the necessary information 
to produce the work required, but many 
tabulating procedures are known to only 
one or two individuals, who must neces- 
sarily perform the entire operation. It is 
quite possible that, with the introduction 
of continuous process techniques, the effi- 
ciency of many machine accounting in- 
stallations could be raised. 


PLANNING THE WORK 

In addition to their use for cost pur- 
poses, the operation master cards can be 
used to fulfill a planning function and to 
provide satisfactory control over the work 
in process. As each day’s work is planned, 
the planner can take the master cards for 
the jobs to be performed that day and 
duplicate them, thus setting up a file of 
cards for each operation, or unit of work 
to be performed that day. These cards 
would contain the job and operation num- 
ber, together with the time estimates, so 
that the planner could, given the volume, 
estimate the machine requirements for the 
day and schedule the work by employe and 
by machine in such a way as to obtain the 
maximum use of men and machines. 

When the work is assigned to employes, 
the cards would go along with the work, 
and at the end of each day analyses should 
be run to provide: (1) Information on 
actual machine usage and employe work 
loads, and (2) comparison between actual 
time and estimated time. These same op- 
eration cards can also be used to produce 
the cost analyses as outlined previously. 


MACHINE WORK LOADS 

A useful analytical tool for the planner 
is a machine work load chart, which can 
be prepared in graphic form from the in- 
formation supplied by the daily machine 








analyses. The actual and standard require- 
ments for each type of machine should be 
plotted against the available time of all 
such machines. The available time should 
include lunch hours, as work schedules 
should be arranged in such a way that the 
machines can be fully utilized through the 
lunch period. 

When these charts are constructed, the 
peaks and valleys of machine operations 
will be quite apparent. Once the pattern 
is recognized, steps can be taken to cor- 
rect the condition and to get the machine 
operations on as efficient a basis as pos- 
sible. If overtime is required at certain 
times but the over-all machine require- 
ments do not approach 80% of the avail- 
able machine time, it is obvious that the 
machine operations should be resched- 
uled to take advantage of available time 
and to avoid the peak requirements. This 
can quite often be done by changing the 
closing day for a particular report. 

If, on the other hand, considerable dif- 
ference shows between the actual machine 
requirements and the standard time allow- 
ances, and the time standards are proved 
to be reliable, it would indicate the need 
for more intensive supervision of indi- 
vidual operations to get such performance 
up to standard. Such studies may reveal 
that a new operator is not being instructed 
properly as to how a particular operation 
should be performed. They will also re- 
veal those employes whose performance is 
exceptional, as some employes are able to 
keep a number of machines running with 
a minimum of effort, and such ability 
should be rewarded. 

On the more expensive pieces of equip- 
ment, it is desirable to maintain individual 
records as to usage so as to pinpoint par- 
ticular machines which may not be re- 
quired or machines that have a record of 
excessive breakdown or mechanical fail- 
ure. In this regard, a program of preven- 
tive maintenance can usually pay quite 
substantial dividends, and this should also 
be considered as a part of machine sched- 
uling. Individual machines should be 


scheduled to be overhauled on certain days 
and the machine companies’ servicemen 
should be so notified sufficiently in ad- 
vance to keep such commitments. If the 
machine analyses indicate that the machine 
could perhaps be dispensed with, the work 


(Continued on page 48) 





CAN YOU HELP? 
One of our readers wants to know how the Tax Depart- 
ment fits into company organization. Can you tell us where 
it is in your company and to whom it reports? 


Replies will be forwarded to the inquirer by the editors. 
Address letters to Controllers Institute, Two Park Avenue, 
New York 16, N.Y. attention of the Publication Manager. 
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Profit Sharing: 


Pitfall or Panacea? 


Rollin E. Ecke 


BOUT 42 YEARS AGO the business com- 
A munity was rocked to its foundations 
by the announcement of a revolutionary 
experiment. Henry Ford, Sr., in the year 
1914, announced his policy of paying a 
minimum wage of $5.00 for an eight-hour 
day. That was the rate to apply to the 
least skilled of his employes and repre- 
sented more than a 100% increase in the 
prevailing wage of unskilled labor at that 
time. 

Many will not remember the consterna- 
tion that the announcement caused nor the 
predictions of dire calamity which un- 
doubtedly swept across the business com- 
munity but, now that the lapse of years has 
placed that event in its proper perspective, 
liberals and conservatives alike admit that 
the announcement was the beginning of 
the trend to economic liberation which has 
continued right up to the present day. The 
$5.00 minimum wage has been followed, 
as we know, by progressively shorter hours 
of labor and progressively higher wages, 
not to mention the adoption of a whole 
new Pandora’s box of fringe benefits such 
as paid vacations, group life insurance, 
accident, health and hospitalization in- 
surance, guaranteed annual wage, etc. 

Few can doubt today that the program 
started by Henry Ford, to raise the pur- 








chasing power of the masses, has been 
just the opposite of the dire calamity that 
was predicted, for that increased purchas- 
ing power has provided the foundation for 
the unprecedented prosperity we have en- 
joyed, particularly in the past ten years. 
But this economic revolution left some- 
thing to be desired. It has become fairly 
well recognized that, while you can buy 
an employe’s time and while you may 
compete with other employers for a man’s 
services with higher wages, more money 
alone will not necessarily buy his loyalty 
nor his interest, his cooperation nor his 
maximum effort. In fact, Henry Ford 
himself, after his history-making prece- 
dent, became involved in bitter labor dis- 
putes within his own organization for, 
notwithstanding the fact that he paid his 
employes well, he prescribed standards of 
conduct and surrounded his employes with 
an aura of paternalism and espionage 
which was humiliating and distasteful to 
them. He was not getting their loyalty. 
About 1933 James Lincoln, founder of 
the Lincoln Electric Company of Cleve- 
land, Ohio, supplied the missing element 
in the formula of employe incentives de- 
signed to get the wholehearted coopera- 
tion and effort of his working force. Jim 
Lincoln is undoubtedly entitled to the ap- 


ROLLIN E. ECKE presented this paper before the San 
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dent of the Los Angeles Control of Controllers Institute. 
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pellation, “the father of profit sharing.” 
Mr. Lincoln has not only produced in his 
own organization one of the most success- 
ful demonstrations of profit sharing that 
the country has known, but, as one of the 
founders of the Council of Profit Sharing 
Industries, has been devoting many years 
of time and effort to persuade other in- 
dustrialists to adopt profit sharing as one 
of their basic techniques of management. 


LINCOLN’S ACCOMPLISHMENTS 

Let's pause for a minute to see what 
Lincoln has accomplished. Anyone who is 
sufficiently interested would do well to 
read his book, “Incentive Management,” 
published in 1951, and to refer to the Ap- 
pendix which charts the results accom- 
plished in his company since 1933. Lin- 
coln’s production per employe is four 
times that of other comparable manufac- 
turing companies. The results of this 
increased efficiency have been divided be- 
tween customers, employes and stockhold- 
ers. Whereas the selling prices of manu- 
factured products generally had increased 
110% between 1933 and 1949, the prices 
of Lincoln’s products had been reduced 
40% in the same period. Each of Lincoln’s 
employes is said to have received last year, 
in wages and profit sharing, over $8,000, 
or more than twice the average employe 
compensation paid by General Electric, 
Westinghouse, Allis-Chalmers, General 
Motors and U.S. Steel. Lincoln does not 
say how the stockholders have fared, ex- 
cept that they have done all right, too. Be- 
tween 1933 and 1952 Lincoln’s worker 
productivity increased seven times, take- 
home annual pay four times, dividends 
tripled, the number of people employed 
quadrupled, earned surplus and undivided 
profits doubled, while prices to customers 
were cut nearly in half. 

So today we find a tremendous interest 
in profit sharing as a new tool of manage- 
ment. It has been widely hailed as a guat- 
antor of profits and the key to industrial 
peace, and so practical has the idea be- 
come over ten years that the number of 
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“ sfationals save us 123% a year on our investment” 


—MARIETTA CONCRETE CORPORATION, Marietta, O. 


“National Accounting Machines satisfy our 
every accounting need — accounts receiv- 
able and payable, cost and sales analysis, 
payroll, and general ledger. They maintain 
the timing required for recprd control at 
our five widely-separated manufacturing 
locations. 

“Because of the nature of our business, 
our volume of detailed accounting work is 
less than required by most concerns which 
are leaders in their field. Yet, Nationals 


save us $12,100 a year on our original 
investment of $9,830, or $1.23 on every 
dollar invested. 

“National’s versatility permits convenient 
shifting from one job to another. Operator 
training is simple. And the automatic oper- 
ations produce more work with far less 


effort.” 
y fy 


President 


THE NATIONAL CASH REGISTER COMPANY, vayron 9, on10 
989 OFFICES IN 94 COUNTRIES 


----------- 


In your business, too, Nationals 
will pay for themselves with the 
money they save, then continue 
savings as profit. Your nearby 
National man will gladly show 
you how. (See the yellow pages 
of your phone book, or write us 
at Dayton 9, Ohio.) 


* TRADE MARK REG. U.S. PAT. OFF. 


ACCOUNTING MACHINES 
ADDING MACHINES + CASH REGISTERS 








American business firms practicing profit 
sharing has grown from a few hundred to 
more than 16,000, and it is estimated that 
about 40% of this number have bargain- 
ing agreements with various labor unions. 
But, although some advocates of profit 
sharing see it as a panacea for all industrial 
ills, others have discovered that it can also 
be a pitfall, for the truth of the matter is 
that Sout 60% of all so-called profit-shar- 
ing plans that have been started have been 
discontinued. It behooves us, therefore, 
to try to discover the reasons why some 
profit-sharing plans succeed and why some 
have failed, and to decide whether this 
new technique can be adapted to our use. 


PROFIT SHARING DEFINED 

Let’s start with the definition of profit 
sharing. As defined by the Council of 
Profit Sharing Industries, profit sharing is 
“any procedure under which an employer 
pays or makes available to all regular em- 
ployes, in addition to good rates of regular 
pay, special current or deferred sums based 
on the profits of the business.” Now, if 
you examine the definition carefully, you 
will see that it excludes a great many em- 
ploye incentive plans which might be ef- 
fective in increasing production but which, 
are not profit sharing and do not, there- 
fore, have the peculiar advantages that 
profit sharing offers. For example, piece 
work is an incentive plan. The more an 
employe on piece work turns out, the 
more he makes. And we have many mod- 
ern variations of piece work, such as sal- 
aries or wage rates adjusted periodically 
on the basis of past production. We have 
bonus systems based on_ standardized 
costs, with the employe sharing in the sav- 
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ings whenever the standard is improved 
upon. We have departmental production 
bonuses, where employes share in the sav- 
ings of a department. None of these de- 
vices is “profit-sharing plans.’ 

You will notice the definition requires 
that a profit-sharing plan be a procedure 
under which an employer pays or makes 
available to a// regular employes a share of 
the profits. This means that the plan must 
be organization-wide. True, there can be 
a qualification period, but every employe 
who meets the qualification period of 
length of service should participate in the 
profits of the business. Furthermore, his 
participation is based, not upon a saving 
or extra production on his part alone, but 
upon the result produced by the whole 
organization. Thus, the profit share is a 
reward for team work rather than for in- 
dividual productive effort. 

Incentive plans which are not profit 
sharing should be excluded from consid- 
eration by management. Many successful 
firms use both. There are places where in- 
dividual or departmental incentive plans 
are well adapted to achieve results, but 
they should be coupled with a profit-shar- 
ing plan, because increased compensation 
alone will not do the job that profit shar- 
ing will do. No matter how much you pay 
an employe, if he still feels that he is / 
ing exploited and that the boss is making 
an unreasonable profit out of his effort, in 
which he is not sharing, you will never 
have his undivided loyalty and effort for 
long. It is because profit sharing, properly 
motivated and properly communicated to 
employes, invokes a spirit of partnership 
that profit sharing is capable of the mar- 
velous results to which it can point. 


rl: 





“Vi 
~~ 


Fein 


rely/ 


iss 


o— 


in a guaranteed 
proposing to me?” 





le re 


JANUARY 1957 





16 


PROFIT SHARING MOTIVATIONS 


Profit-sharing plans can be divided into 
two types according to motivation. The 
type of profit-sharing plan which has 
proved to be outstandingly successful is 
the type that was installed primarily in 
order to develop a feeling of partnership 
and the motive force behind its installa- 
tion was the positive acceptance by man- 
agement of the principle that the sharing 
of the profits of an enterprise is right and 
proper for everyone associated with the 
enterprise, because they helped to earn 
those profits. Such plans were designed to 
answer in the affirmative the question 
posed by Mr. Lincoln: “Do the people in 
the organization from top to bottom want 
to make the plan succeed ? If they do, you 
can’t stop them; if they don’t, I don’t care 
what the plan is, it won’t be much good.” 

The second type of profit-sharing plan 
is where the profit-sharing plan is merely 
a means to achieve other objectives, such 
as increased efficiency or output. Under 
such plans, the company has little, if any, 
interest in sharing profits as such or de- 
veloping a feeling of partnership. Their 
motive in adopting the plan is purely a 
mercenary one in expectation that a dollar 
shared will return several dollars to the 
stockholder. Frequently such plans were 
installed as a means of onetime retire- 
ment benefits without incurring the fixed 
dollar commitment of a pension plan, or 
of providing deferred, tax-sheltered, com- 
pensation for employes and executives. 
True, the same considerations are impor- 
tant in partnership-type plans, but the mo- 
tive is far different and the result is very 
apt also to be different. 


REASONS FOR DISCONTINUED PLANS 


Undoubtedly it is the lack of the true 
profit-sharing motive which is responsible 
for a large percentage of that 60% of the 
plans that fail. A recent analysis of dis- 
continued plans indicates that the follow- 
ing are the more important reasons for 
their failure: 


1. Lack of true conviction on the part of 
management. When a profit- sharing plan 
is installed for purely mercenary motives, 
without a true acceptance on the part of 
top management of the philosophy and 
morality of profit sharing, the plan be- 
comes a sham and that lack of sincerity is 
clearly evident to the employes. There is 
no true partnership or community of in- 
terest under such conditions. 

2. Lack of communications. Unfortu- 
nately a ‘profit-sharing plan, once estab- 
lished, will not run itself. It is necessary 
that there be a careful and continuing cam- 
paign of education to see that all employes 
understand and appreciate what the profit- 
sharing plan means to them. This must be 
continuous because the normal attrition 
from turnover means that there are con- 
stantly new members of the group who 
may never have heard the original story of 
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the foundation of the plan. Constant re- 
selling of the profit-sharing plan may be- 
come a tiresome task and may tax the in- 
genuity of the personnel manager, but it 
is an extremely necessary one. 

3. An inadequate share of the profits 
for employes. It will be difficult to convey 
conviction on the part of management that 
the employe is a true partner in the enter- 

rise if he gets only a token share of the 
joint profits of the enterprise. Such a situ- 
ation immediately characterizes the profit- 
sharing plan as a sham as far as he 1s con- 
cerned, and will arouse resentment from 
the conviction that he is being exploited. 

4. The profit-sharing plan is used to 
supplement a substandard wage. Nothing 
is more clearly demonstrated in the ex- 
perience of profit sharing than that a 
profit-sharing plan, to succeed, must be 
over and above a fair and adequate wage 
scale. In fact, much of the union a 
tion to profit sharing in the past has been 
based upon a real or fancied fear that 
profit sharing is being used for just that 
purpose. 

5. Lack of other employe benefits. A 
profit-sharing plan cannot be considered a 
satisfactory substitute for other fringe ben- 
efits which are common in industry today. 
Again, an attempt to chisel on those is go- 
ing to arouse the suspicion of exploitation 
and will foredoom the plan to failure. 

6. The plan is static. It is not modified 
to meet changing conditions in the indus- 
try or the company and consequently will 
soon fail to meet the purpose. Our own 
plan has been amended four times in the 
past nine years. 

Those reasons all point up the fact that 
a successful profit-sharing plan must be 
properly motivated and that the founda- 
tion of employe acceptance must be deeply 
and painstakingly laid. Essentially, where- 
ever a profit-sharing plan has failed, it can 
be safely asserted that the management 
philosophy or administration of the plan 
was at fault, and not the principle in- 
volved. 

It can frequently be found that a plan 
has failed because of lack of trust on the 
part of the employes of management's in- 
terest, ability and industry. Frequently, 
too, profit sharing is used as a substitute 
for an adequate wage scale. Not infre- 
quently a so-called profit-sharing plan is 
actually an incentive plan not meeting the 
definition of profit sharing as here used. 


WHAT MAKES A GOOD PLAN 

What, then, is the other side of the 
coin? What are the characteristics of a 
good profit-sharing plan? Let me sum- 
marize them briefly: 


1. There must be a compelling desire on 
the part of management to install the 
plan in order to enhance the team spirit 
of the organization. The motive be- 
hind the installation should be recog- 
nition of the fact that profit sharing is 








right and proper for everyone associ- 
ated with that enterprise because they 
helped to earn those profits. 

2. The plan should be sufficiently gener- 
ous to give the employes a real feeling 
of partnership. The more generous the 
plan, the less the constant effort re- 
quired to keep the employes sold. Em- 
ployes should have more than the 
crumbs of the increase produced by 
their increased effort. 

3. The plan should be presented to the 
employes as a matter of fairness and 
not as paternalism. There is no gen- 
erosity involved because, in all likeli- 
hood, the profits that will be shared 
would not have been earned without 
profit sharing. 

4. Emphasis should be placed on devel- 
oping a feeling of partnership and par- 
ticipation and not on the amount of 
money involved. Otherwise, you are in 
trouble in loss years. The employes 
must be made to feel that it is their 
plan as well as management’s. 

5. Profit sharing is inconsistent with auto- 
cratic management. It functions best 
under a management system where each 
individual can be encouraged to de- 
velop his own talents for the benefit of 
all. 

6. Management should recognize that 
profit sharing is no more than a tool. It 
is the cornerstone of a well-rounded 
program of employe relations. It does 








not replace other employe benefits. Un- 
der no circumstances can profit sharing 
be used for an excuse for paying lower 
than prevailing wages. 

7. The plan should be well adapted to a 
particular situation and should be sim- 
ple enough so that it can be readily un- 
derstood. 

8. The plan should be dynamic. It should 
be constantly studied and improved, 
both in its technical details and in its 
administration. 

9. Profit sharing must have behind it a 
feeling of enthusiasm and sincerity on 
the part of management, and the faith 
of management in the importance, dig- 
nity and responsibility of the indi- 
vidual. 


Does profit sharing work? In addition 
to the testimony of others, we have had 
some experience of our own with profit 
sharing in the past ten years. That experi- 
ence has confirmed our own belief in the 
value of profit sharing. While it would be 
presumptuous to attribute all the growth 
and prosperity we have enjoyed to the prof- 
it-sharing plan, we can point to some ac- 
complishments in clerical efficiency that 
can hardly be explained otherwise. I might 
almost say that, from our point of view, 
profit sharing comes close to being a pan- 
acea for many of the personnel problems 
confronting industry today. It has not only 
made us converts, but evangelists. 
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RX Embezzlement 


William R. Phelan 


Dishonesty, a vice as old as humanity, is no more a phe- 
nomenon of modern times than are the other violations of 
the Ten Commandments, nor 1s an embezzler peculiar to any 
one city, clime or business. Usually not of the criminal type, 
the embezzler generally has held a position of some trust and 
responsibility and has enjoyed a good reputation. 


| bie PORTRAIT of a typical embezzler, as 
set forth in ‘1001 Embezzlers’’! indi- 
cates that he belongs in the white collar 
class. He is 36 years old. He is married. He 
has a wife and two children. He is not 
psychopathic or of feeble mind, nor does 
he live in a neighborhood where crime is 
widespread. His upbringing has been 
good. He is not the lowest-paid person in 
his employer’s organization, nor is he the 
highest. His friends—and very often his 
wife—imagine that his salary is more than 
it is. He has a high school education. He 
lives comfortably. He has a medium-priced 
car. His traveling has been confined to oc- 
casional weekends and a two-week vaca- 
tion in the summer. He is a good mixer and 
participates in social and community af- 
fairs. He likes a drink, but he rarely takes 
it during business hours. 

He lives in every state in the Union, in 


* A study published by United States Fidelity 
and Guaranty Company in 1936. 





WILLIAM R. PHELAN, controller since 


1949 of United 
States Fidelity and Guaranty Company, Baltimore, Md., 
was previously with Aetna Life Group from 1939 to 1949. 
He is a graduate of Holy Cross College and New York Uni- 
versity Graduate School of Business Administration. He 
is a commander in the U.S. Naval Reserve, a member of 
the National Association of Cost Accountants, and past 
president of the Baltimore Control of Controllers Insti- 
tute. In 1952, he also contributed an article to THE CON- 
TROLLER entitled “Try an Incentive Production Bonus Plan.” 


every province of Canada, in large cities 
and in small cities. He is employed in every 
type of business. He is competent and 
smart. He has held his position for five 
and a half years. His employer regards him 
favorably and he has earned honestly the 
position of trust which he has attained. In 
short, so far as his past record is concerned, 
he is a regular fellow, a normal individual 
with a better than average business reputa- 
tion and future. Yet he becomes an em- 
bezzler. 

It simply may be that he is a poor busi- 
ness man, or that he obtains or extends 
credit unwisely. He does not always bene- 
fit in the process of his embezzlement. 

It may be that he is overambitious, op- 
erating a private business of his own on 
the side, the demands of which lead him to 
“borrow” from his employer's funds. 

It may be that he has come to feel that he 
is being treated unfairly and that he is en- 
titled rightly to the money or property 
which he is taking from his employer. Or, 
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the employer may be lax in supervision and 
therefore the temptation is greater than 
should be the case. 

It may be that in one way or another he 
permits debts to accumulate and then seeks 
to ease the pressure of creditors by paying 
them with his employer’s funds. 

This typical embezzler often is over- 
taken by domestic troubles which lead him 
to spend beyond his means. He may have 
a spendthrift or nagging wife or a wife 
who is an invalid. He may have ailing 
children or an ambitious family whose de- 
mands cannot be met by his income. His 
family may feel that it has to “keep up 
with the Joneses.” Sons or daughters may 
have become pressing social or financial 
problems. His wife may be unfaithful or he 
himself may fall victim to a consuming 
infatuation for another woman, which will 
cause reckless spending. 

On the other hand, he may succumb to 
an overindulgence in liquor, gambling or 
speculation, ‘“dippigg into the till’ or “kit- 
ing” his accounts tp satisfy his thirst or 
recoup his losses. In 99 cases out of 100 he 
is “temporarily borkowing’’ and would 
deny indignantly that Ke is a thief. 

Frequently, he clai 
emergency—created by death, sickness, or 






personal financial loss—as the cause for } 


committing his first but fatal defalcation. 
He meant to borrow only until the next 
pay day. After which he may continue for 
a long period, hoping that some fortuitous 
circumstance will extricate him from his 
trouble. When, finally he finds himself 
hopelessly involved, your typical embezzler 
is much more likely to commit suicide or 
break down and confess than he is to ab- 
scond. If he does abscond, however, it is 
usually “with the other woman.” When 
brought to book he has little or none of the 
property or money which he embezzled. 


EMBEZZLERS-POSTWAR 

In another study, “Embezzlers-Post- 
war,’? we find that the portrait of the 
typical embezzler of today is a consider- 
ably blurred image of that embezzler of 


* A study published in 1950 by United States 


Fidelity and Guaranty Company. 
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15 years ago. He is still a white-collar 


' worker (but a man in shirt sleeves stands 
' in his shadow). As a rule, he succumbs to 
| the same temptations and fails his trust 


under the same general circumstances. Loss 
of savings, reduction in income, accumu- 
lated or foolishly acquired debts, living 
beyond his means, the ‘other woman,” 
excessive drinking or gambling, an ill, 
nagging, or extravagant wife, sick chil- 
dren; any and all of these may lead him to 
be false to the trust reposed in him. 

He may be a poor business man who 
receives or extends credit unwisely. He may 


| be operating a private business on the side 


which lacks sufficient capital or loses 
money. His employer's supervision may be 
lax. He may feel that he is unfairly treated, 
is underpaid, and that he is justly entitled 
to the money which he “borrows” from 
his employer. 

Yet he is younger in age, he earns much 
more money, is less often married, and has 
fewer dependents than the embezzler of 
15 years ago. His character and past record 
are less favorable. He lives faster, less nor- 
mally. He has worked a shorter time for his 
employer. He is the product of the change 
in times. And, he is more apt to abscond, 
less likely to commit suicide, than his pred- 
ecessor of 15 years ago. 


PERIOD OF EMBEZZLEMENT 


The average period for embezzlement 
was short—eight months for men and six 
and one half months for women in the 
post-war study compared with over two 
years in the 1936 study. In exceptional 
cases, fraud extended over a long period. 
One man stole for 17 years; a woman for 
12 years. An astonishing number—84 men 
and 16 women—stole on only one occa- 
sion, while 111 men and women carried 
on their embezzling for a month or less. 


COLLUSION 


Collusion was more prevalent among 
men workers than with women. Married 
women were more prone to work with 
others in embezzlement. Collusion was ex- 
ceedingly rare where divorced or widowed 
women were concerned. Collusion by men 
Was present in 14.6% of the 1001 cases 
while 13.5% involved women workers. 

Although all the methods for embezzle- 
ment have not been devised and the present 
methods range from simple theft to in- 
volved accounting transactions, a sound 
Ptescription for protection against embez- 
zlement has long been advocated to mini- 
mize losses. Surprisingly many business 
owners and executives overlook or disre- 
gard such safeguards. This prescription is 
three-pronged : 


1. Establishment of an adequate system of 

internal control, and subsequent con- 
tinuing supervision to insure adherence 
to the system. 














OCCUPATIONAL DISTRIBUTION 
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2. Engagement of independent auditors 
for periodic examinations. 

3. Purchase of adequate fidelity bond pro- 
tection from any reputable bonding 
company. 


INTERNAL CONTROL 


The underlying principle of internal 
control is the division of labor with the 
resulting check on the accuracy and honesty 
of one employe by another. Obviously, the 
smaller a business, the more difficult is this 
division of labor and the greater the dan- 
ger of an opportunity for embezzlement. 
It is also true that no system of internal 
control affords an absolute guarantee 
against embezzlement. Collusion blunts a 
system. One loss of over $150,000 occurred 
in a business which had an excellent system 
of internal control but the system failed 
completely when five clerks in three de- 
partments entered into collusion. The 
changing nature of transactions and hu- 
man ingenuity also effect systems. Also 
since the cost of maintaining an ideal sys- 
tem, were it possible to devise such, would 
be so prohibitive, that any system estab- 


lished must be a compromise between 
economy and reasonable and prudent pro- 
tection. 

There are certain rudimentary precau- 
tions which should be observed in busi- 
nesses, and size has little bearing on these: 


1. Clerical and supervisory employes 
should be required to take an annual 
vacation. Files indicate that many em- 
bezzlers were discovered during an ab- 
sence and most embezzlers, other than 
for illness, were never away from their 
job. Often direct verification of ac- 
counts are undertaken during such a 
vacation. 

2. Rotation of duties as far as practicable 
deters prospective embezzlers. 

3. Those charged with the handling of 
cash, checks, and securities should have 
no part in keeping the general ledger 
or the accounts receivable records. 


4. Checks, drafts and notes should be 


signed or countersigned by responsible 
officers—in other than a perfunctory 
fashion. Safeguards, where mechanical 
signing is used, must be instituted. If 
bookkeepers and cashiers may sign 
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checks without countersignature or the 
latter is perfunctory, an embezzler may 
be able to conceal a shortage by a “kit- 
ing” operation or fraudulently take 
funds from the firm. 

5. There should be joint access to securi- 
ties and negotiable documents. 

6. Proper controlling accounts should be 
maintained and balancing of records to 
these controls rigidly enforced. 

7. In reviewing statements and trial bal- 
ances, certain indications may warn the 
proprietor or the management of ir- 
regularities which should at all times 
be investigated. Most of the indications 
are such that they may either keynote 
unfavorable business performance or 
point to irregular practices by employes. 
Accounts receivable higher than normal 
or an increase or unusual number of 
“slow’’ accounts may indicate fraud. 
Unusually high inventories or differ- 
ences between perpetual inventory rec- 
ords and actual count may point to 
stolen goods, fictitious invoices or 
fraudulent disbursements. Decreased 
ratios in gross and net profits may be 
attributable to various forms of em- 
bezzlement. 


SUPERVISION OF SYSTEM 


Most important, after a system of in- 
ternal control has been established, is the 


follow-up to see that employes carry out 
assigned duties; that duties are not shifted 
by employes or neglected which would fa- 
cilitate fraud or the opportunity to em- 
bezzle. This follow-up on a system is found 
most often lacking despite its obvious im- 
portance. 


INTERNAL AUDIT 


A third phase of a good system of in- 
ternal control is in the nature of ‘‘internal 
audit,” usually conducted by an internal 
audit group in large companies. Certain 
procedures falling into this category are: 


1. Reconciliation of bank balances. Short- 
ages have been concealed where this 
audit function was performed by per- 
sons having maintenance of the cash 
records as a part of assigned duties. 

2. Verification of cash funds. This should 
be done at irregular intervals and with- 
out prior notice to the custodian. 

3. Verification and confirmation of receiv- 
ables. Controlling account and subsidi- 
ary records are verified and direct mail 
confirmation obtained from the debtors. 

4. Constant supervision of approval of 
vouchers prior to payment. All invoices, 
statements and the like, properly sup- 
ported by receivers and stores receipts, 
should be approved by a proper, au- 
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thorized person, other than the book. 


keeper, before payment. This approval f 


should be written, never verbal. With- 
out approval there should be no dis- 
bursement. Often companies use lists 
of authorized vendors, which cover all 


from whom purchases are made, com-) 


panies which meet certain ethical busi- 
ness standards. Before a disbursement 
is made, the approving official should 
verify that the payee appears on the list. 
This practice discourages use of a ficti- 
tious company and padded invoices. 

5. Verification of physical inventories. 
This should be verified by someone 
other than the storekeeper by count and 
compared with perpetual inventory rec- 
ords, if such are maintained. 


INDEPENDENT AUDITORS 


The second element of this prescription 
calls for periodic audits by independent 
auditors. This is done by many of the 
larger businesses. Some businesses regu- 
lated by governmental supervisory authori- 
ties have regularly scheduled examinations. 
Insurance companies are examined if 

















detail every three years by examiners rep- 
resenting the various states in which they 


are licensed to operate. Although inde- § 


pendent audits discourage fraud and often 
discover embezzlements, they do not guat- 
antee the disclosure of all such frauds. 
These audits check upon the adequacy and 
effectiveness of an internal control system. § 
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WHY DID THEY STEAL? WHY DID THEY STEAL? 
MEN WOMEN 
Number Per Cent ae ee ae ” Sie Mar- Di- Wid- Per 
I i Total t 
Grudge against employer ......-..eeeeeeee 23 2.72 ones ‘i bo peed pre. eh. Ges 
Saving for GINY CGY «..<..6/c sis: teeteeeeeeees ] 2 Fomily expenses ..........-- 5 5 3 5 18 11.5 
Domestic trouble—extravagant wife .......... 33 3.91 saeco loved ; 
Operation of another business ..........+--- 17 2.0 wi al aL) a a 7 ae ae 6 
Si RMR ASISMIRI eget ola Wot ere si oig: aso S.e'o's) a: Siatars bie 34 4.0 Living above means ......... 20 5 4 2 31 19.8 
IAGUSGUGIO: INCOME << <eics:6 oc c:sis diewlet cae e'eie 40 4.73 Husband responsible ........ — 3 _ — 3 1.9 
— OORT OOOO OLE ps — Family illness .....<s.sssee0s 3 i ae , 8 51 
Own i MOSS een ccerccrccrcccecccrsccecces : PR i es 2 1 z 3 6 3.8 
SEIMEI <io\e'n amie) a. ares ose wicisia on @ sles \9,eere 4 7 
OMAN csta vegies cecal sniaciceshee woes estgosre 56 6.63 Clothes—extravagance ....... ae Gero 1 16 10.3 
Poor, BUSINESS MONDO cis cin:s ss scale cwcneces 25 2.96 Influence by man who got part 10 — 3 1 14 9.0 
PETMINOR. OF COONS 6 os.6 6 oe sciacitescieies 24 2.84 Esk ini busindss eantsee . os. 2 ee za ra 2 1.3 
ule GROVE NOONE. é6.05:6 6:5 cc iccsielwsessewe 170 20.12 Gamblin = = 1 be 1 6 
Gambling and/or drink: «0... c0sceccccccccs 195 23.08 g SRS ed, a ake : 
Mr lmtNal CHOLACIOR sre ::0:0 6 :a:51 cia. b:0/s'o'0 « aravarwese 114 13.49 Drink and dissipation ........ 3 2 ] ] 7 4.5 
Bend CESOCIGIES—AUPS  oiei5iaiss Se caisson caneeeee 24 2.84 Criminal background ........ 9 3 3 1 16 10.3 
RCN NGO se ova a siwioslcieicin'dinis  oja'e. sia 6 Al Weak character or dupe ..... 2 ene = Sian 5 3.2 
MAN CIRMR Ihara. 5 oat, dnp tieiocnin a Oa wa partia’s vo 2 .24 Diy. OIE 0s ose vcnnne ee me , a , e 
ROARED INGE IOS MODGY™ «4.647015 60 verso len oe ccs 2 .24 
Mer ON WON ie wie siace5'0 cctde ovis Otitis s secs a 59 Mental case ......++..+-+++5 ] a 2 4 2.7 
Pe NOsGe OIIITIOIM 5 so.0.6 o's saaeeceeas ews 6 71 PIGQNGNEE o erds cdleeccuedens 2 1 1 — 4 2.7 
Nr GICINT GIGMIMNGED 6): o\e0o a 5:0.0:6 aidioie oy wie vicle ice 6 | To finance wedding ......... 4 — ses = 4 27 
_ —— _— CONCIAGED - .!s:a:0.0'5¢/0:015/er0lele ; Grudge against employer .... 1 2 ae Pe: 3 19 
BEMILONENOO OY) oases dette tosis ccoe ament oo : 
bead NH INO ISON aini0'0vais: stecalane p e'n'o.v diaia weininiesee ] 2 To start elsewhere .......... 3 ] 4 a 8 5.1 
HERA CONNAUAUIG xs <caccks as sescceeesas 3 .36 Regarded money as earned .. 1 - - 1 6 
Gee WOMEN Li TROUINIO.©° 5s o,6:0)6 aa e:cc aie cietnreroin en 3 36 Juvenile delinquent aa eae wie ] —_ _ — ] 6 
= pay — Eee : ; cele esterase seiaree « ; = Teteeiabechts afl... yan s8s z! 1 = e 1 Y 
iO pay for motor Accident 06)... cc scece ; a eae 
WAMIEEINOMNE: ooh aig) haic soo vials ein Sala siete sc aca'ele 1 12 Unknown «.++.ssseeeeeeeees | 6 
FUGA CAIN A eiauaintotiel a aieroic sear Sisrncey a sre: au wink a gece 845 100 NAGM eda ak dec cometams 73 40 26 17 156 100.0 
ad — 
HONESTY INSURANCE 
Although a good system of internal con- THE FORMULA 
trol is operating and independent auditors (1) Enter the firm’s total Current Assets (cash, deposits, securities, receiv- 
engaged—the two prime deterrents against hls, qhade cn Ren MEE 2 c6 cus ccedivisessadesvncgipenaedes $ 950,000 
fraud—losses from embezzlements still A Enter the value of Goods on Hand (raw materials, materials in 
take place due to human elements, as no process, finished merchandise or products) ......+eeeeeceececcees $ 600,000 
system is any stronger than its weakest Bi Ratan: S56 OF Aes oo cia tov danas ad awnss ob elennd falc newasg wales ae amare es $ 30,000 
: 7 : 5 a f C Enter Current Assets less Goods on Hand, i.e., the difference be- 
link. For that reason the third element o 
one ‘ Sues b OME EAP ccc oo laa duce sone Kd nhenedaudawereeeeees $ 350,000 
the prescription is most necessaty—ade- Si At SU A ga cic iva cant odng seas eedcanae eee 72,000 
quate fidelity bond protection, “honesty Nee LMI | siasieiie 
insurance” on all employes. While this (2) yap pi sri lees OF INGO ie:<:2.5 cies o's cide wie sicia ane. deena os CSU, Par 
° . : : t %o Js ard Wile on S S's © HOE Mee ooo wlcise snbee Keg eieegeewehecweeeeae ; 
coverage is designed to indemnify fraud — iain Binints owas 
losses, it also serves as a deterrent to pro- THIS TOTAL IS THE FIRM’S DISHONESTY EXPOSURE INDEX ..........ceeeeeee $400,000 
spective embezzlers because they know they SUGGESTED MINIMUM AMOUNT OF HONESTY INSURANCE ........++00000s $ 90,000 
are subject to investigation by bonding 


companies and that if caught in fraud, long 
after they may have satisfied the criminal 
punishment, the bonding company in civil 
action has a right of recovery. 

The continuing upward trend of embez- 
zlement losses should impress upon man- 
agement the necessity for carrying an ade- 
quate amount of “honesty insurance’’ to 
safeguard assets from employe theft. Em- 
bezzlements annually result in losses in the 
hundreds of millions of dollars with fre- 
quent impairment, financially, to the busi- 
hess firms affected. 

The heart of a business is its capital, 
assets and sales income. If the heart is ir- 
reparably damaged by a large embezzle- 
ment, without sufficient insurance protec- 
tion, there may well be no business left to 
operate. Even if the heart is less seriously 

















damaged, there may be a long period of 
financial difficulty. 

The question of how much “honesty in- 
surance” is adequate is a most difficult one 
to answer. Size of a business and extent of 
exposure to dishonesty are keys. Studies 
have indicated that underestimates were 
the rule rather than exception. In a survey 
of losses of $10,000 or more over a period 
of ten years and of various factors govern- 
ing exposure, such as total assets, current 
inventories, annual sales income, nature of 
business and number of employes, it was 
indicated that in 65% of the losses the 
bond carried was not large enough to cover 


the loss. Where the exposure index was in 
the first two brackets ($125,000 or less) 
85% of the risks were underinsured. Of 
the total number of losses of $50,000 or 
more, 77.8% were underinsured. All this 
points up the need for guidance in deter- 
mining reasonable, realistic and adequate 
minimum fidelity bond amounts. 

The Surety Association of America after 
long and painstaking study has developed 
a formula designed to gauge the minimum 
coverage appropriate for a commercial risk 
of any size. This formula employs an Ex- 
posure Index which is not an estimated 


(Continued on page 42) 
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Tax Highlights of 1956 


J. Henry Landman 


The year 1956 has given us another bumper crop of judi- 
cial opinions and Treasury rulings which help explain our 
federal tax law. The following list contains the extracts of 
the more significant ones which should help taxpayers with 
the accurate filing of their tax returns, with their proposed 
tax deficiency problems, and with their tax refund claims. 
This is the eighth annual Tax Highlights article written by 
Mr. Landman especially for THE CONTROLLER. 


INDIVIDUALS 

Payments made to widow of deceased 
corporate president are a tax-free gift to 
her.1 

Replacement of involuntarily converted 
property can be bought tax-free within one 
year or built within 18 months, but, if 
built, the construction must be completed 
within the latter period, if the nonrecogni- 
tion of gain is to be preserved.? 

Living and transportation expenses are 
allowable deductions even where the tem- 
porary employment violates the Treasury’s 
one-year rule if the work is temporary in 
nature.® 

Board and lodging are taxable to indi- 
vidual partners; the convenience-of-the- 
employer rule does not'apply to partners. 

Hotel partner's meals and lodging are 
not deductible business expenses for the 
partnership though he had to live under 
contract at the hotel.® 

Cost of owner-operator’s meals and 
lodging is not a deductible expense for the 
hotel.® 





Meals and lodging furnished employe’s 
family are tax-free even though some of 
them are not employes.? 

Actual, not mere legal, support of de- 
pendent is necessary for tax exemption.® 

Capital gains accrue to stockholders on 
sale of distributed inventory following cor- 
porate liquidation.® 

Bad debt is deductible in the year tax- 
payer decides to sell the security.1° 

Redemption by a corporation of pre- 
ferred stock received as a dividend results 
in capital gain where stockholders also sell 
their common stock.!! Under Sec. 306(b) 
of the 1954 Code, the same result would 
follow. 

Commutation expenses are not deducti- 
ble even if tools are transported.!? 

Compensation contract made by former 
owners may be unreasonable when em- 
ployes become owners.18 

Convention and business trip expenses 
are deductible, but not the vacation ex- 
penses in connection therewith.* 

Contributions are deductible in the year 








J. HENRY LANDMAN, Ph.D., J.D., J.S.D., is a New York 
City tax attorney. He is a member of the Income Tax Com- 
mittees of the American Bar Association, the New York State 
Bar Association, the New York County Lawyers Association, 
the Federal Bar Association, the Federal Bar Associa- 
tion of New York, New Jersey and Connecticut, the Na- 
tional Association of Manufacturers, and the Federal Tax 
Forum. He is also professor of tax law at the New York 
Law School and tax counsel to the Foreign Tax Group 
of the New York City Control of Controllers Institute. 
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checks are mailed even though they are 
presented and paid in following years.15 

Stockholder’s obligation paid by a corpo- 
ration is a constructive dividend to him.1¢ 

Personal expenses of a majority stock- 
holder paid by a corporation are taxable 
income to the stockholder.17 

Severance, accrued vacation, and notice 
pays are not back pay to be spread over 
earlier years.18 

Expense of libel action to re-establish 
professional career of entertainer is a de- 
ductible business expense.19 

Loss on aloan toa i, Sapa is a busi- 
ness bad debt where lender made the loan 
to re-establish his own professional repu- 
tation.?° 

Theft of promissory notes are not bad 
debt or theft losses unless remedies for 
collection have been exhausted.?1 

Disproportionate redemption of pre- 
ferred stock is equivalent to a dividend.” 

Depreciation is allowed over remaining 
useful life of property where a tenant pur- 
chases a building already fully depreci- 
ated.3 

Gain on debt paid with devalued Eng- 
lish pounds is ordinary income.4 

Accumulated preferred dividends paid 
to purchaser of stock are taxable income in 
the year of receipt.25 

Fringe benefits to a majority stockholder 
(such as plumbing expenses at home) re- 
sult in a constructive dividend when they 
have no reasonable relationship to the 
company’s business.?6 

Depletion deduction may be allocated 
as trustees see fit, if the trust instrument 
so permits. Perhaps the same principle ap- 
plies in partnership agreements.27 

Jobless pay to Lidof employes is de- 
ductible to the employer, is not subject to 
withholding, and is taxable when te- 
ceived.?8 

Litigation costs for double damages, for 
attorney’s fees, and for allied expenses in 
a fraud case are not deductible because 
they are against sound public policy.*® 

Employes’ business expenses out of 
over-all compensation must be itemized 
and therefore cause the loss of his stand- 
ard deduction.%° 

Personal holding companies may accu- 
mulate long-term capital gains without tax 
liability.51 
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Lessees enjoy capital gains when they 
receive consideration for the surrender of 
their leasehold interests.3? 

Redemption of all preferred stock is a 
capital transaction but yields dividend in- 
come to the sole surviving common stock- 
holder.*% 

Prepaid medical expenses are not de- 
ductible because they must be incurred and 
be paid for during the taxable year.*4 

Cost of a trip to Florida is allowable as 
a deductible medical expense,®> exclusive 
of meals and lodging.*® 

Cost of trip to change environment and 
improve morale is not a deductible medical 
expense. 37 

Likely source of income for the unex- 
plained increment in a net worth case isa 
requirement in a successful criminal tax- 
evasion prosecution for the Treasury.38 

Legal fees are not deductible in defense 
against insanity, against the revocation of 
a trust, of ownership of stock, and of 
property rights.39 

Dealers’ reserves as income on dis- 
counted receivables continue to be treated 
as income.4® 

Contingent fees are taxable to a lawyer 
when received even though he had to re- 
turn them in a subsequent year upon a re- 
versal of a court decision.41 

FHA “windfall profits” have been taxed 
as ordinary income? in the hands of stock- 
holders where loan proceeds exceeded con- 
struction costs on projects financed by 
FHA-insured mortgages instead of as cap- 
ital gain.*8 

Sick pay under the 1939 Code may* or 
may not*® be taxable to the ys 
under a company-insured health and acci- 
dent plan. This conflict of decisions is now 
being considered by the United States Su- 
preme Court. 

Out-of-pocket unreimbursed expenses 
by charity workers involving ee 
tion, and cost and maintenance of uni- 
forms constitute contributions or gifts.*¢ 

Investors’ expenses to attend stock- 
holder’s meetings are nondeductible per- 
sonal expenses and do not qualify for a 
nonbusiness deduction.4* The correctness 
of this Treasury ruling is doubtful. 

Standard deduction excuses taxpayers 
from reporting as taxable income state tax 
refunds or medical reimbursements.*§ 

Compensation for Nazi persecution is 
nontaxable income.*® 

Premiums on insurance policy paid by 
corporation to fund retirement benefits for 
a controlling stockholder are a taxable div- 
idend to the individual stockholder.5° 

Sums in trust for annuities set up now 
to guarantee future executive compensa- 
tion constitute present taxable income.®1 

Dividends waived by majority stock- 
holder in favor of several related employe 
minority stockholders are taxable to him.®? 

Conversion of jointly owned stock to a 
tenancy in common is a tax-free event.°* 

Waiver of statutory commissions of an 
executor is not taxable income to him.*4 

Embezzlement loss is not deductible in 











“I'm like Ed . . . | hafta sort of get off to 
myself to really concentrate on something” 


the year of the loss but in the year of set- 
tlement. Section 165(a), 1954 IR.C., 
clearly decides that such losses are deduct- 
ible in the year of discovery.®® 

Cost of travel, hotel, meals and tuition 
and books is a deductible business expense 
for a lawyer who took a two-weeks spe- 
cialty course.5® 

Proprietary stock options are neverthe- 
less treated as taxable compensatory stock 
options.57 

Alimony payments for more than ten 
years but subject to earlier termination on 
remarriage, which occurred, are neverthe- 
less deductible to the ex-husband and tax- 
able to the divorcee.58 

Seller is taxed on income of property 
even though credited to the buyer because 
the seller retained ownership and posses- 
sion.59 

Cost of seeking a new enterprise is not 
deductible because it is not an actual op- 
erating business expense.® 

Income from securities donated to a 
minor is taxable to the parent if it is used 
by the custodian for the support of the 
child. The correctness of this Treasury 
ruling is doubtful if the gift is bona fide. 

Tax refunds for wife are not in order 
where she had no earnings in a joint re- 
turn.®2 

Casualty loss deduction is the actual re- 
duction in fair market values of the dam- 
aged property before and after the cas- 
ualty, limited only to the total tax value 
of the asset.® 

Guarantor’s loss from payment of note 
is deductible only as a short-term capital 
loss because it is nonbusiness bad debt and 
not as a full loss incurred in a transaction 
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for profit, even though the principal 
debtor was in no financial condition to re- 
imburse the guarantor.®* 

Cost of moving a sick man to aid his 
morale is not deductible because it is not 
a medical expense.®5 

Costs incurred in pooling gas leases are 
deductible where pooling is necessary to 
produce.*6 

Sale of realty under a deferred payment 
plan where cash payments are less than 
basis and contracts for future payments 
could not be valued yields no gain until 
total payments are made.® 

Compensation may not be rolled back 
for tax purposes over the years when the 
work was done in the case of a trustee be- 
cause he is not an employe.®§ 

Compensation may not be rolled back 
over the years when the work was done in 
the case of attorney's fees in corporate re- 
organizations because the fee was not es- 
tablished in advance.® 

Limitation on retirement income was in- 
creased from $1,200 to $1,500. The max- 
imum on earnings for persons 65 years of 
age or over was increased from $900 to 
$1,200. The limitation on earnings was re- 
moved for those who reach the age of 72 
instead of 75,79 

Dependency deduction for a student- 
child in the sum of $600 requires that the 
parent furnish more than one-half of his 
support™! but not the cost of an automo- 
bile even though transportation costs are 
includible in the cost of support.*? 

Sale of a distributorship with a foreign 
manufacturer constitutes a sale of a capital 
asset.73 

(Continued on page 28) 
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Help for the Taxpayer 

IRS has ruled that checks and money orders for payments 
of taxes should be made payable to the ‘Internal Revenue 
Service” instead of to the “District Director of Internal 
Revenue.” The IRS said that the change was made to establish 
a uniform designation that would not be burdensome for the 
taxpayer to write on the average-sized check. 


Pensions Start For Younger Women 

Some 300,000 women under 65 years of age have begun 
receiving Federal Old Age and Survivors Insurance checks 
under the amendments passed by Congress in 1956. The 
amendments permit payments at age 62, at reduced rates to 
eligible wives and retired women workers and at full rates to 
widows and mothers of deceased insured workers. 


Gross Income Basis Upheld 

The U. S. Tax Court ruled that when a partnership quali- 
fies for income tax exemption on business conducted in an 
American possession, the calculation must be in relation to 
gross rather than net income. 


Electronics in Washington 

Quarterly reports of wages taxable under the Federal 
Insurance Contributions Act may be submitted on reels of 
magnetic tape in lieu of Form 941A. 


Distributing Union Literature 

A U. S. Court of Appeals ruled that employers who pass 
out anti-union literature on company property may not forbid 
distribution of literature by union organizers. The Court 
reversed a part of an NLRB decision and sent the case back 
to the Board with instructions to find the company involved 
guilty of an unfair labor practice. 


Wash Sales 

The wash sales provisions do not deny a loss on a sale of 
stock, which constitute a part of a lot purchase less than 30 
days before the sale, unless substantially identical stock is 
purchased within the required period. 


Pensions and Social Security 
The Supreme Court has held, in effect, that private pension 
plan payments can go down as Social Security benefits go up. 
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Defense Contract Payments 

Defense Secretary Wilson has ordered that defense con- 
tractors be paid faster. The major effect of the order will be 
to boost the early payments contractors receive when they 
deliver defense goods on which the Government has already 
made “progress payments.” 


Moving Costs 

As a tule, the cost of moving to a job in a new town is 
a personal expense and thus not deductible for income tax 
purposes. When an employer defrays the expense, the law 
says a reimbursement is actually additional compensation, to 
be added to the employe’s gross income in his tax return. The 
cost of moving an employe already on a company’s payroll is 
much lower because the expense is not considered income to 
the worker and the employer is only out of pocket the actual 
cost of the move. 


Overtime 

The Supreme Court has left standing three decisions which 
permit an employe to receive a guaranteed weekly wage fig- 
ured as if he worked overtime, even though he actually did 
not. The Government said the decisions will undermine basic 
overtime policy in federal labor law. 


Telephone Techniques 

The Georgia district of the Federal Revenue Service is 
using a telephone “reminder” system to notify delinquent 
taxpayers to come in and “‘discuss settling up their accounts.” 
If the delinquents fail to comply, their accounts will be 
turned over to field agents with the power to levy against 
salaries and property if necessary to collect. 


Out of One Pocket .. . 

A recent compilation by Tax Outlook shows that in 15 
states the share of the federal tax burden borne by the states’ 
residents exceeds what the state gets as its share of federal 
allotment. 


Government Employment 

Federal agencies employed 2,396,158 civilian workers in 
October 1956, a rise of 7,304 from the preceding month, ac- 
cording to the monthly report from the Joint Committee on 
the Reduction of Nonessential Federal Expenditures. 


Summary Prospectus Rules 

The SEC has adopted a new rule designed to provide more 
investors, by means of a “summary” prospectus, with infor- 
mation on securities offerings. 


Fringe Benefit Regulations 

A pamphlet containing the new regulations on employe 
pensions, annuity, profit-sharing, and stock-bonus plans is 
now available from the Government Printing Office. 


Lay that Pistol Down . . . 

The General Council of NLRB has ruled that an employer 
was justified in firing a worker who carried a loaded pistol 
on the job. —BENJAMIN R. MAKELA 
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APPLYING RECORDAK MICROFILMING TO BUSINESS ROUTINES—NO. 23 IN A SERIES 








How to save money before banking it 


In 70 collection offices of General Electric Supply Com- 
pany, a division of General Electric Company, all in- 
coming checks from customers are photographed in 
low-cost Recordak Junior Microfilmers. 


The simple routine of pressing a button and getting a 
picture did away with a written remittance slip describing 
each and every|check ; did away with “‘cashbook” entries, too. 

The clerical savings in eliminating these relatively easy 
transcription jobs are substantial—run from $1,000 per 
year for a small office to $5,000 for a big city office. 

Boosts daily bank balance 
The speed of Recordak Microfilming makes it possible to 
deposit all incoming checks in local banks the same day 
they are received—even around the 10th of the month 
when volume is heaviest. 


80 pictures for 1¢. 


Many Additional Savings—tedious record keeping is by- 
passed i in inventory reconciliation by microfilming records 
of incomming itiead -in-transit and outgaing oe And 


submitted to the customer on his own forms. Lots of 
short cuts like this! 


And each collection office, of course, now has photo- 
graphically accurate film records, which can be filed in just 
2% of the space previously required . . . and viewed sharp 
and clear in the Recordak Junior’s built-in film reader. 


FRE A valuable new booklet, ‘‘Short Cuts that Save Millions,” 
shows how routines like yours have been simplified in 
thousands of companies; how Recordak Microfilmers are de- 


signed for all requirements . . . give you up to 

















c-.-------—- MAIL COUPON TODAY ——————— - 
7 | RECORDAK CORPORATION 
= R E L f RR D #f K ! (Subsidiary of Eastman Kodak Company) v-1 
| 415 Mddison Avenue, New York 17, N. Y. 
(Subsidiary of Eastman Kodak Company) | ; : ax et 
ee i : | Gentlemen: Please send free copy of ‘Short Cuts that Save Millions.” 
originator of modern microfilming— | 
and its application to accounting routines | Name Position 
| 
| Company Street 
| 
City. State 
' 











50-50 Diversification 


HE LATEST DEVELOPMENT in a broad 

post-war trend toward diversification is 
the setting up of a third new corporation 
by two established companies on a 50-50 
basis. This type of diversification, in which 
both established companies share owner- 
ship and direction, represents branching 
out into greener fields by the establishment 
of an entirely new enterprise rather than 
by the well-known merger route, or by 
gaining control of smaller companies, or 
by setting up new subsidiaries or divisions. 

The joint company, strictly speaking, is 


not a new development. In the 19th cen- 
tury it was a favorite device of the big oil 
companies and the railroads in their fever- 
ish race to expand. But the main growth 
of the practice has occurred since World 
War II—the period in which diversifica- 
tion has come into its own. Scores of 50-50 
corporations have been created in the last 
decade; more in the last two years than 
ever before. The best estimate is that there 
are now more than 100 joint corporations 
in existence. 

The incentive for joining corporations 





How to EXPLORE 
PUNCHED-CARD 


METHODS 


Without Capital Investment 





If you are seriously thinking 
about installing punched-card 
equipment to get the speed and 
economy of automatic methods 
in your office, here’s a way to 
save time, trouble and money. 

Before you make any major 
investment, let STATISTICAL help 
you “‘guinea-pig”’ the proposed 
operations. Working with a 
‘“‘pilot”’ set-up of your contem- 
plated installation, we can 
quickly help you arrive at the 
most practical answer for your 
needs. A preliminary exploration 
can serve to (1) confirm your 


s{c 





initial thinking so you can pro- 
ceed with the installation; (2) 
prove that the work can be han- 
dled more economically through 
STATISTICAL; or (3) show that 
the job should be done manually. 

Remember, it’s easier and 
cheaper to discontinue an out- 
side service than to scrap your 
own installation. 

That’s why it’s a sound invest- 
ment to talk it over with sTATIS- 
TICAL and get a factual appraisal 
of anticipated costs. Just phone 
our nearest office. 


STATISTICAL TABULATING CORPORATION 


Established 1933 * Michael R. Notaro, President 





CHICAGO NEW YORK ST. LOUIS 
53 W. Jackson Blvd. 80 Broad St 411 N. Tenth St. TABULATING 
HArrison 7-4500 WHitehall 3-8383 MAin 1-7777 roy WMeol tl @ wal ic] 
NEWARK CLEVELAND TYPING 


Nat’l-Newark Bldg. 
MArket 3-7636 


1367 E. 6th St. 
SUperior 1-8101 


TEMPORARY 
OFFICE 
PERSONNEL 








has its basis in practical economics. Pool- 
ing resources permits two companies to 
expand jointly into fields that neither one 
of them could swing alone. In other cases 
there can be the advantage of sharing 
joint transportation facilities and, finally, 
the 50-50 companies permit branching out 
into new lucrative fields including atomic 
energy, petrochemicals, uranium and tita- 
nium. 

The advantages of joint enterprises lie 
in the purposes for which they are formed 
—to assure sources of supply, to share 
common facilities, to enter new fields and 
develop new products. The risk of launch- 
ing a new venture is reduced when two 
partners share the burden and financing is 
easier to obtain since the credit standing 
of more than one borrower is involved. 
Technical know-how and experience be- 
come available from two sources rather 
than one, as is the case of trained man- 
agement. 

There is no tax advantage however. The 
usual corporation taxes apply to the joint 
company as to the parent companies. Joint 
companies abroad, however, can realize 
tax benefits. 

The joint ownership by two companies 
has proved to be more practical than own- 
ership by three or four companies because 
the larger the ownership the more un- 
wieldy the arrangements. Even the 50-50 
companies can suffer from split owner- 
ship because the board of directors usually 
consists of equal numbers of representa- 
tives of the two parents. 

Among the companies involved in joint 
ownership are: Olin Mathieson Chemical 
Corporation and Revere Copper and Brass, 
Inc. have set up Olin Revere Metals Cor- 
poration to enter the primary aluminum 
field; Republic Steel Corporation and Na- 
tional Steel Corporation have set up the 
Donner-Hanna Coke Corporation to pro- 
vide coke to the two parents ; Standard Oil 
Company (Ohio) and Sun Oil Company 
have established the Mid-Valley Pipeline 
Company to permit joint sharing of trans- 
port facilities on a pipeline carrying crude 
oil from Texas to Ohio; the Pennsylvania 
Railroad and the Atchison, Topeka & 
Santa Fe Railroad agreed to buy the To- 
ledo, Peoria & Western Railroad to gain 
a transportation between the two parent 
systems; Sylvania Electric Products, Inc. 
and Corning Glass Works have announced 
the formation of the jointly-owned Syl- 
vania-Corning Nuclear Corporation to 
carry out research development and pro- 
duction in atomic energy; B. F. Goodrich 
Company and Gulf Oil Corporation have 
formed Goodrich Gulf Chemicals, Inc. to 
enter the field of petrochemicals; Dow 
Chemical Company and Corning Glass 
have established the Dow-Corning Cor- 
poration to make silicone products; the 
Texas Company and the New Jersey Zinc 
Company formed Texas Zinc Minerals 
Corporation to enter the field of uranium 
mining and milling. 


THE CONTROLLER * JANUARY, 1957 















one 
ses 
ing 
lly, 
out 
mic 
ita- 


lie 
1ed 
are 
ind 
ch- 
wo 
ris 
ing 
be- 


Cr- 


int 
cal 


or 
im 
Ja- 
he 
0- 
il 
ny 
ne 
1S- 
de 


ia 


in 


is 








whether you ship or receive... 





the Calculator 
That Prints 
is important 


The new 99 Calculator That Prints is ideal 
for auditing and accounting of freight bills 
of any nature. Every step is proved accurate 
and correct on exclusive Simpla-tape that re- 
cords only those figures essential to the 
problem... never a confusing cypher or 
symbol. Best for all figuring needs, the Cal- 
cuiator That Prints is proving itself in all 
walks of business life. Contact Remington 
Rand for an eye-opening office demonstra- 
tion—write for bulletin C1096, Room 1148 
Remington Rand, 315 Fourth Avenue, New 
York 10, New York. 








Problem: Allocate freight 
charges by branch 


Total weight: 45,750 pounds 


Cost of shipment: $1,058.75 | 


Cost per pound: $.023142 


Enter $.023142 as constant 
~—multiply by weight for 
each branch 
Branch distribution: 
San Francisco 
28,297 pounds 
Portland 4,668 pounds 
Boise 8,965 pounds 
Los Angeles 3,820 pounds 
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DIVISION OF SPERRY RAND CORPORATION 











Tax Highlights of 1956 


(Continued from page 23) 


Trademark or trade name expenditures 
may by election be treated as deferred ex- 
penses amortizable over at least 60 months. 
This does not apply to expenditures which 
are part of the consideration paid for a 
trademark, trade name, or business. If no 
election is made, these expenditures are 
not deductible but must be capitalized and 
can be recovered therefore only on final 
disposition.*4 

Life insurance beneficiary is liable for 
insured’s unpaid income tax without re- 
gard to state law exemptions.*® In the 
Rowen case, however, the Second Circuit 
Court held there would be liability to the 
extent of the cash surrender value of the 
policy if the state law permits." This Court 
also holds that where a tax lien is attached 
to the cash value before the insured’s death 
the beneficiary is liable.*7 

Partnership interest on sale yields or- 
dinary income to the extent of unwith- 
drawn earnings,’® and capital gain to the 
extent of anticipated earnings."® 

Value of an unused portion of old lease 
is nondeductible in year of cancellation if 
it was part of the cost of a new lease.*? 


CORPORATIONS 


Pension, profit-sharing and stock-bonus 
plans no longer require for old and new 
ones a definite formula for contributions 
by employers.*! 

Employe benefit trusts may pool funds 
without losing tax exemption.®* 

Empty-bottle reserves yield income when 
they exceed liabilities to customers for 
bottle deposits.8% 


Rent in connection with a lease and 
option to buy is a deductible expense where 
the intent to rent is absolute.’ If the pay- 
ments exceed usual depreciation allow- 
ances, the Tax Court has been holding that 
they are instalment payments toward the 
purchase of the property.®* 

Prepaid insurance premiums are pro- 
rated over the period of coverage for tax- 
payers on a cash basis, but premiums er- 
roneously deducted in full when paid are 
not again deductible.®¢ 

Forfeited portion of lessee’s deposit is 
held taxable in full to the lessor when the 
lease terminates and is not limited to its 
present commuted value.S* 

Partial corporate liquidation caused by 
the reduction of corporate capital require- 
ments yields tax-free return of capital even 
though the corporation had earnings.* 

Receivables distributed in a corporate 
liquidation tipen into corporate income as 
anticipatory assignment of income.*® 

Collapsible corporation provisions are 
inapplicable on liquidation where for bona 
fide reasons the averaging of inventory is 
intended.°° 

New rapid depreciation methods are 
barred after tax-free corporate reorganiza- 
tions.91 

Vacation pay accruals requiring absolute 
liability are not applicable to tax years be- 
ginning before January 1, 1957, but to 
those after this date.°? 

Spin-off of part of a corporate business 
which never was a separate and distinct 
enterprise yields taxable income and is not 
a tax-free transaction. 
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Operating losses treat salary as business 
income but it is not to be off-set by non- 
business deductions.*4 

Operating loss carry-over of transferor 
corporation cannot be availed of by suc- 
cessor corporations after a split-up of the 
loss corporation. 

Nominal cost of utility property given 
by a community limits its basis for de- 
preciation. However, the net calculated 
cost of serving the community might in- 
crease this basis.9¢ 

Political convention advertising costs 
are deductible to the extent that they are 
reasonable in amount and directly related 
to taxpayer's business.97 

Discounted noninterest bearing notes 
yield capital gain and not interest in- 
come.98 

Exchange of stock in a corporate reor- 
ganization is taxable where the successor 
corporation is not engaged in the same 
business.®9 

Cost of TV license is nondepreciable 
because such license is of indefinite life. 
In the event the license application is 
denied, the expenses are deductible.1 

Contribution to defeat hostile legislation 
is not deductible.1° 

Profits from frequent sales of rental 
trucks are subject to capital gain treatment 
because they are not inventory items.10? 

Corporation that sold its assets within 
one year of its adopted plan of liquidation 
is not subject to tax when the shareholders 
who owned 80% of the stock of the old 
corporation purchased 45% of the stock of 
the vendee corporation.1% 

Corporate Nexlaines are subject to 
double capital gains taxes when the corpo- 
ration enjoys a profit from fire insurance 
proceeds because the transaction was not 
a sale or exchange,1°4 when the corporation 
is bankrupt without distributions for the 
stockholders,! and when the corporation 
has a simultaneous operating loss it is not 
reduced by the nonrecognized gain.1% 

Corporate liquidation does not reduce its 
loss carry-back incurred in the first part of 
its taxable year even though it was liqui- 
dated before it could recoup that seasonal 
loss in the latter part of its year.197 

Goodwill must exist for more than six 
months to create on sale long-term capital 
gain.108 

Surtax for unreasonable accumulations 
of earnings did not apply where it was 
retained for new designs and modern and 
efficient machines.199 

Cash-basis creditor does not report in- 
come on partial payments on discount 
notes, where the agreement provides that 
the instalments were first to apply to 
principal.110 

Reacquisition of a corporate interest by 
parents from a vendee-son within 10 years 
will cause the proceeds to be treated as 
taxable dividends instead of as capital 
gains.111 

Replacement of property may render 
tax-free insurance proceeds or condemna- 


(Continued on page 30) 
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mn Paperwork with 
: Government-Approved 
™ Copyflex Method! 
on j Simply fill in the govern- 
ment-approved translucent 
-rS tax form with pen, pencil, 
Id or typewriter; produce 
, sharp, clear, exact Copy- 
of flex copies in seconds. Any 
of your Copyflex copies is 
acceptable for filing with 
t 7 the government. You elimi- 
0 nate time, cost, and errors 
10- of manual copying. 
ce 28 
ot 
bh: 
he 
’ Revolutionary Copyflex One-Writing Method Eliminat 


| Manual Copying Bottleneck in All Types of Accounting Operations! 


i 


al All over America, leading accounting firms and departments are saving 
hundreds of hours and thousands of dollars annually by using modern 
iX Copyflex copying machines to speed and simplify accounting paper- 


al work. You surely can too! 


. : igi i i once on 
_ With Copyfiex, you write or type original information only ras Copies anything typed, written, 
a inexpensive translucent paper. You make sharp, exact, black-and-white printed, or drawn on ordinary 
translucent paper—in seconds. 


copies in seconds. Letter-size copies cost less than a penny éach for 
































1S . ‘ s 
materials. You prepare any series of cumulative, comparative, or repeti- Seater ‘ ‘ 
d tive types of reports without once rewriting or retyping original infor- Specialists in Copying since 1897 
mation. You produce distribution copies in seconds. You completely © (707 T7T nipitsiniih) coin Toone 
 e eliminate statistical typing, proofreading, needless transcription of the | Charles Bruning Company, Inc., Dept. 12-U | 
it same data from one form to another, and the chance of human error | 4700 Montrose Ave., Chicago 41, Illinois | 
tt in copying work. | _ ee meen al ees tan ean | 
«) Consider how extensively these factors enter into your day-to-day | Performance Reports, ___Consolidated Reports,____ 
operations, and you will appreciate how impressive your savings in Customer Statements,_____Tax Returns. | 
y time and costs will be when you eliminate manual copying work with | iene Title | 
5 Copyflex. i | ¥ | 
5 Copyflex machines are quiet, clean, odorless . . . require only an | ee | 
| electrical connection . . . can be operated by anyone. Models are avail- | Addiess 3 l 
able to copy originals up to 46 inches wide. Mail the coupon today for | _ ids ‘aan 
Jj 


detailed information on how Copyflex can save you many hundreds of \ 
; dollars in major accounting operations. 


CHARLES BRUNING COMPANY, INCORPORATED »* 4700 MONTROSE AVENUE © CHICAGO 41, ILLINOIS 


In Canada: Charles Bruning Co. (Canada) Ltd., 125 Church St., Toronto 1, Ontario 
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Tax Highlights of 1956 


(Continued from page 28) 


tion awards only if the landlords and also 
the tenants use the property for the same 
purpose.112 The requirement as to same- 
ness of use as to tenants is doubtfully cor- 
pect.+48 

Debt cancellation yields taxable income 
despite the fact that it was effected in an 
otherwise loss year thus reducing the 
loss.114 

Charitable foundations may contribute 
to needy individuals as well as to other 
charitable causes without losing their tax- 
exempt status.11° 

A tax-exempt foundation when dis- 
covered to be engaged in a prohibited com- 
mercial enterprise may not be rendered 
taxable for earlier years in the absence of 
taxpayer's misrepresentation.11® 

Corporations existing in name only must 
file returns.117 

Cost of fulfilling warranty on refriger- 
ators is a discount reducing selling price 
and not subject to excise tax.148 

Portion of sales price representing de- 
termined obligation to render future serv- 
ice under a guaranty is deductible at the 
time of the sale by the seller, and is income 
in the years when services are rendered by 
him.119 

Deferment of prepaid income and the 
deduction for reserves for estimated ex- 
penses!° have been repealed.1*1 

Interest deducted is allowable on de- 
bentures issued as dividends to parent 
corporation.122 

Legal fees are deductible by a corpora- 
tion for settling a stockholder’s action.124 

Accountant's fees applicable to stock- 


holders’ matters are not deductible by a 
corporation.1*4 

Expenses and interest of a solvent ac- 
crual taxpayer are considered paid though 
with promissory notes, and are therefore 
deductible.125 

Demand note for accrued salary consti- 
tutes payment thereof if the corporation is 
solvent.176 

Loss on stock purchased to acquire 
whiskey is fully deductible from the profits 
on the subsequent sale of the whiskey.127 

Depletion of oil production from sub- 
merged coastal lands is allowed to adjacent 
upland owners on net profit payments.1%8 

Reincorporation after corporate liquida- 
tion produces dividends to the extent of 
earnings.19 

Damages paid for violation of OPA 
price control regulations are deductible as 
business expenses.18° 

Fines paid by a motor truck line are not 
deductible as expenses because the fines 
were for overweight violations which are 
penal in nature.141 

Bookmaker’s losses in full must be 
recognized to arrive at his taxable income, 
though his operations were illegal.13? 

Wages and rent paid by bookmaker are 
deductible expenses even though the busi- 
ness is unlawful.138 

Punitive damages resulting from an anti- 
trust lawsuit are fully taxable income.14 

Right to use of corporate name is a 
capital asset.135 

Gain from the sale of collapsible sub- 
sidiary stock is taxable as ordinary income 
under the collapsible corporation pro- 
visions of the 1954 Code.136 
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Sale of subsidiary stock by a parent 
corporation so that the latter would own 
less than 80 per cent of the former to ren- 
der the subsequent liquidation taxable in- 
stead of nontaxable is ineffective when its 
primary purpose is of a tax nature.137 

Contributions to guaranteed annual 
wage trusts are deductible business ex- 
penses.188 

Acquisition of loss corporation for pur- 
pose of tax evasion or avoidance and the 
filing of consolidated returns, is denied 
under Section 129 of the 1939 Code. This 
is the first Treasury victory.15® 

Distributions of corporation are divi- 
dends to stockholders where earnings of 
year exceed distributions.14° 

Distribution of corporate property to the 
extent of earnings and profits constitutes 
taxable dividends; the balance is a tax-free 
return of capital.141 

Redemption of remaining stock after a 
sale by a single stockholder does not yield 
a dividend.142 

Termination of profit-sharing plans 
yields capital gains when a company dis- 
solves as part of a merger even if the em- 
ployes are retained by the merging com- 
pany.148 


NONINCOME TAX ITEMS 


Contested local taxes are deductible 
when paid even if a refund claim is sub- 
sequently instituted. Tax consequences 
cannot be postponed until ultimate settle- 
ment.144 

Legal fees for representation in income 
tax controversy before indictment are de- 
ductible.145 

Sales of luggage and jewelry to lodges, 
clubs, churches and businesses which use 
them as prizes, gifts and premiums are not 
subject to excise tax.146 However, the 
Treasury is opposed.147 

Injunction against tax assessment who 
failed to file a petition with the Tax Court 
during the required 90-day period is not 
entitled to it to prevent the collection of 
the assessment.148 

Failure to file tax estimates creates pen- 
alties for substantial underestimation of 
tax and for negligence.149 

Wife’s tax refund cannot be applied by 
the Commissioner to discharge husband's 
tax debt.15° 

Fifth Amendment prevents the enforce- 
ment of a government subpoena to require 
production by a taxpayer's lawyer of an 
accountant’s working papers.151 

Wrongfully addressed notice of tax de- 
ficiency sent by registered mail by the 
Treasury and returned to it because it was 
wrongfully addressed is not a lawful 
notice.152 

Carrying charges are added to the cost 
of an article for retailers’ excise tax unless 
it is in substance an interest charge and is 
separately billed.158 

Stamp tax is not due on long-term pri- 
vate financing notes. Tax refunds are in 
order as a consequence. 154 

(Continued on page 32) 
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because we can depend on them. They’re always on schedule— 
and their work helps us create the right impression.” 
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ANNOUNCING 
A NEw Way TO 
GET EXPERT 
TAX COMMENT 


e Saves Time! 


e Saves Money! 


Saves Reading! 


Saves Eyesight! 


Tax Lectures on Records brings 
you up-to-the-minute comment on 
timely subjects, by recognized au- 
thorities. Hear them in your office, 
or in your home, at your conven- 


ience. 


Tax Lectures on Records are full- 
hour long-play records, they come 
with a reference outline to enable 
easy understanding of the subject. 
Introductory record price is only $2, 
others at $3.95. Sold only by mail. 
Send today for free Folder A, con- 
taining list of records available, and 
full details. 


WRITE TODAY 
FOR FREE FOLDER A. 


_ TAX LECTURES 
on RECORDS, INC. 


5950 Fifth Ave. 
New York 36, N.Y. 
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Tax Highlights of 1956 


(Continued from page 30) 


Preferential local tax treatment to at- 
tract new businesses has been held to be 
unconstitutional in Montana! and Ar- 
kansas!°® on the theory of discrimination. 
It is constitutional in Alabama, Connecti- 
cut, Iowa, Kentucky, Maryland, Missis- 
sippi, Oklahoma, Pennsylvania and Ver- 
mont. 

Cabaret tax does not apply to food 
served in separate room.157 

Check marked in full payment of taxes 
is not binding on the Treasury though it 
accepted it.158 

Government tie-up of defense funds 
does not preclude Government from pros- 
ecuting for criminal tax fraud.4°9 

Federal tax lien had priority over a re- 
corded mechanic’s lien on which fore- 
closure proceedings had been started.1°° 

Consent to extension executed after stat- 
ute of limitations has run bars assessment 
of tax deficiency.161 

Dividends are received by a partner the 
same day that his firm computes the credit 
and the partial exclusion of dividend in- 
come.162 


* Mathews, T.C. Memo 1956-46; Graves, 
D.C. N.D. Texas, Dallas, No. 6503; Slater, 
D.C.S.D. Calif., July 11, 1956; estate of Oscar 
Baur, Dist. Ct. §.D. Ind. Terre Haute Div., 
September 28, 1956. 

* RR. 56-543. 

* James E. Peurifoy, 27 T.C. No. 16. 

* Everett Doak, C.C.A.-4, June 5, 1956, re- 
versing 24 T.C. 569. 

° Briggs, C.C.A.-10, October 23, 1956, re- 
versing U.S. District Court, Colo., Dec. 30, 
1955. 

® Richard E. Moran et al., C.C.A.-8, Septem- 
ber 10, 1956, reversing and remanding T.C. 
Memo 1955-202. 

7 Moulder, U.S.D.C. W.D. Mo. October 13, 
1955. 

8 Donner, 25 T.C. No. 117. 

° Greenspon, C.C.A.-8, Feb. 2, 1956. 

Mortimer W. Loewt, C.C.A.-2, 232 F(2d) 


621: 

™ Auto Finance Co., C.C.A.-4, 229 F(2d) 
318. 

@ RR. 56-25. 

* City Chevrolet Co., C.C.A.-4, 228 F(2d) 
894. 

“™R.R. 56-168; R.R. 55-57. 

* Estate of Eli B. Witt, Dist. Ct. S.D. Fla., 
Tampa Div., March 24, 1956. 

® David A. Ferro et al., T.C. Memo 1956-94. 

™ Max P. Lash, T.C. Memo 1956-87. 

* RR. 56-108. 

* Paul Draper, 26 T.C. No. 22. 

*® Tony Martin, 25 T.C. No. 15. 

7T, B. Perry et al., D.C. Ga., March 2, 
1956. 

* Raymond F. Koepke, C.C.A.-6, 230 F(2d) 


950. 

3 Millinery Center Building Corp., 76 Sup. 
Ct. 493. 

** America-Southeast Asia Co., Inc., 26 T.C. 
1; Bevmore Corp., T.C. Memo 1956-101. 

* R.R. 56-211. 

° Lash, T.C. Memo 1956-87. 

7 RR. 56-105. 

** R.R. 56-249. 


* Faulk, 26 T.C. No. 119. 

* L. L. Moorman, 26 T.C. No. 82. 

RR: 55-702: 

*R.R. 56-531. 

* R.R. 56-521. 

* Bassett, 26 T.C. No. 77. 

*® Estate of Embry, D.C.W.D. Ken. Aug. 24, 
1956. 

* Sec. 213. 

7 R.R. 56-474. 

* Ford, C.C.A.-2, Aug. 6, 1956; Nunan, 
C.C.A.-2, Sept. 6, 1956. 

* Lewis, 27 ¥.G. No; 17. 

” Brodsky, 27 T.C. No. 23, but Blaine John- 
son, 56-2 U.S.T.C. Para. 9608 is to the con- 
trary. 

* Phillips, C.C.A.-7, Nov. 21, 1956, affirm- 
ing: 25 iG. 767. 

© W ilshire-La Cienega Gardens Co., U.S.DC., 
S.D. Cal. September 10, 1956. 

* Gross, 23 T.C. 756, C.C.A.-2, August 29, 
1956. 

“ Haynes, 233 F(2d) 413. 

*® Epmeier, 199 F(2d) 508. 

“R.R. 56-508; R.R. 56-509. 

“" RR, 56-511. 

8 R.R. 56-447. 

“RR. 56-518. 

© Oreste Casale, 26 T.C. No. 131. 

* R.R. 55-691. 

* R.R. 56-431. 

® R.R. 56-437. 

* R.R. 56-472. 

% Ismert-Hincke Milling Co., Dist. Ct., Kan. 
October 16, 1956. 

% 4. Bistline, D.C. 
1956. 

™ Com’r v. Lo Bue, 56- U.S.T.C. Para. 9607, 
reversing 223 F(2d) 367 (C.C.A.-3, 1955). 

5 Prewett v. Com’r, 221 F(2d) 250 
(C.CA+8;, 1955). 

°° 2 Lexington Avenue, 26 T.C. No. 101. 

° William E. Day, T.C. Memo 1956-253. 

"RR. 56-484. 

"In re Eldridge Paul Illingworth, District 
Court, Oregon, July 17, 1956. 

® Alcoma Association, Inc. v. U.S., C.C.A.-5, 
November 30, 1956. 

** Max Putnam et al. v. U.S., Sup. Ct. No. 25, 
December 3, 1956. 

© R.R. 56-474. 

® Campbell v. Fields, C.C.A.-5, 229 F(2d) 
197. 
* Estate of Coid Hurburt, 25 T.C. No. 152, 
following Estate of Clarence W. Ennis, 23 T.C. 
799. 

8 Levi T. Scofield, 25 T.C. No. 90. 

© Zillmer v. U.S., 133 F. Supp. 219 (E.D. 
Wis. 1955). 

° P.L. 398. 

™ R.R. 235. C.B. 1953-223. 

* R.R. 56-399. 

* R.R. 55-374. 

* Sec. 177; T.D. 6209. 

* Stern, T.C. Memo 1956-23. 

® Rowen, C.C.A.-2, 215 F(2d) 641, 46 
A.F.T.R. 557, reversing 18 T.C. 874. 

™ Behrens, C.C.A.-2, February 15, 1956. 

as v. U.S., 223 F(2d) 103 (C.C.A.-9, 
1955). 

* 1. G. Tucker, 14 T.C. Memo 1136 (1955). 

© Gluckstern’s, T.C. Memo 1956-9. 


Idaho, November 1, 


*' T.D. 6189. 

© R.R. 56-267. 

® James Hanley Co., T.C. Memo 1956-99. 

* Breece Veneer and Panel Company, 


C.C.A.-7, April 26, 1956, reversing 22 T.C. 
No. 1386. 

® Chicago Stoker Corp., 14 T.C. 441. 

%° Waldheim Realty and Investment Co., 25 
T.C. No. 140. 


(Continued on page 34) 


THE CONTROLLER * JANUARY, 1957 


Yi 











fo 
th 


tin 
fo 
jol 
ins 
tw 


Se 
Fo 


big 
on 
co: 


lunan, 


John- 


> COoNn- 


ffirm- 


D.C., 


JUST FLICK THIS KNOB (highly magnified here, of course) on a 


Burroughs Sensimatic Accounting Machine and you switch from job to job. 


turns one accounting machine into four 





UP FRONT JOB SELECTION. This 
four-job selector knob connects with 
the “brain,” or sensing panel, inside 
a Sensimatic. The panel’s hundreds of 
tiny metal “reflexes” divide up into 
four separate, specialized accounting 
jobs. You select the job you want 
instantly, automatically with a simple 
turn of the knob. 


That’s why your Sensimatic is so 
versatile . . and why today’s 
Sensimatic will stay modern tomorrow. 
For when you change accounting 
methods, you simply change the panel 
—not the machine. And that’s why 
big companies as well as small depend 
on Sensimatics to cut accounting 
costs ... to get far more work done 
in far less time. 


This complete Sensimatic flexibility 
is truly another Burroughs “‘touch of 
genius’ —equalled only by a Sensi- 
matic’s speed, accuracy, and over-all 
simplicity of operation. 

Sensimatics come in six different 
series—two to 19 totals. We suggest 
you write us—or, better yet, call our 
nearest branch office for a demon- 
stration. Burroughs Corporation, 
Detroit 32, Michigan. 


Burroughs Sensimatic 


“Burroughs” and ‘‘Sensimatic”’ are trademarks 
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COST REDUCTION 


Today cost reduction is first on man- 
agement’s agenda. Accounting reports 
should disclose weak spots in costs of 
every product, territory, class of cus- 
tomer, size of customer’s order, as well 
as in every function or department of 
the business. Conventional accounting 
does not furnish such vital informa- 
tion. Only when the irregularity is pin- 
pointed can immediate corrective ac- 
tion be taken. 


PROFIT ANALYSIS 
. AND 


OUTLINES 
by Frederick M. Eisner, C.P.A. 


The first and only practical how-to- 
do-it books to describe a system of 
accounting which reveals the perform- 
ance results of every workman, fore- 
man, department manager, office em- 
ployee, office executive, and salesman. 
Illustrated profusely with managerial 
controls, forms and reports which pre- 
sent workable ideas on cost reduction. 































PROFIT ANALYSIS, 364 pages ........ $10 
OUTLIGEG, 190 Dawes .... 05.0. .ccsccscecs $5 
SPECIAL COMBINATION OFFER 
Both Books, postpaid .................. $12.50 





10 Days Money Back Guarantee 


CHARLES M. EISNER, 


Dept. C—70 Linda Ave., White Plains, N. Y. 














Tax Highlights of 1956 


(Continued from page 32) 


* Bradford Hotel Operating Co., 26 T.C. 
No. 54. 

Sam Rosania, Sr., T.C. Memo 1956-116. 

*® 7. Ungar, Inc., 26 T.C. No. 40. 

” RR. 56-244. 

* R.R. 56-256. 

” R.R. 54-608. 

* R.R. 56-287. 

* Oscar J. Wile, T.C. Memo 1956-90. 

* R.R. 56-373. 

% Tas Vegas Land and Water Co., 26 T.C. 
No. 109. 

7 R.R. 56-343. 

*° Paine, C.C.A.-8, July 10, 1956, reversing 
23 T.C. No. 391. 

* R.R. 56-330. 

™ R.R. 56-520. 

1 WW. B. Cammarano, D.C. W.D. Wash. G. 
Div. Mar. 19, 1956. 

1 Philber Equipment Corp., C.C.A.-3, Sep- 
tember 27, 1956, reversing 25 T.C. No. 14., 
Sec. 117 (J), 1939 Code; Sec. 1231, 1954 
Code. 

8 R.R. 56-541. 

* R.R. 56-372. 

* R.R. 56-387. 

 R.R. 56-448. 

1" Diamond A. Cattle Co. v. Com’r, 233 
F(2d) 739, reversing 21 T.C. 1 in part. 

8 Friedlander, 25 T.C. No. 12. 

10 Newman, 26 T.C. No. 133. 

1° O’Dell, 26 T.C. No. 74. 

™ R.R. 56-556, involving Secs. 301 and 302. 

™ R.R. 56-347. 

"8 Lynchburg, 208 F(2d) 757, 45 A.F.T.R. 


24, 
™ Capital Coal Corp., 26 T.C. No. 148. 
4 R.R. 56-304. 



























| Write only once 


® 
with Miubleple systems 


to SAVE up to 2/3 of posting time 


Payrolls, accounts receivable and payable are posted with one 
writing to eliminate one or two of postings now required. 


featuring the Pegboard Payroll System 
that won't let you write twice on the same line! 


You can’t make 2 entries on the same line with a Multi-Rite pay- 
roll system, because checks and cash payment slips are pre- 


shingled. Since you 



















THE C. E. SHEPPARD CO. 
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3 exactly alike postings with 1 writing 


44-19 - 21st St., Long Island City 1, N. Y., Est. 1900 


Peg 


make your entries on 
the top line of these 
forms and then re- 
move them, you can’t 
make a second en- 
try on the same line 
of forms underneath. 


ahdtaletelebletel | 
ATTACH TO YOUR 
LETTERHEAD for 
facts on Multi-Rite 
Pegboard Systems 
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“°Lesavoy Foundation, C.C.A.-3, November 
12, 1956, reversing 25 T.C. No. 106. 

"7 R.R. 56-483. 

"8 General Motors Corp., Ct. Claims, No- 
vember 7, 1956. 

™ E,W. Schuessler et al., 24 T.C. 247, re- 
versed C.C.A.-5, March 14, 1956, following 
Harrold, C.C.A.-4, 192 F(2d) 1002, Pacific 
Grape Products Co., C.C.A.-9, 219 F(2d) 862. 
Contra: Spencer, White and Prentice, C.C.A.-2, 
1944, 144 F(2d) 45, Capital Warehouse Co., 
Inc., C.C.A.-8, 1948, 171 F(2d) 395, Central 
Cuba Sugar Co., C.C.A.-2, 1952, 198 F(2d) 
214. 

© Secs. 452 and 462. 

PL 397% 

™ Kraft Foods Co., 232 F(2d) 118, revers- 
ing 22 TC. 513: 

"8 Bishop, 25 T.C. No. 110. 

24 Belmont Lumber Co., Inc., T.C. Memo 
1956-17. 

™ R.R. 55-608. 

8 Industrial Equipment Co., D.C. Okla, 
Nov. 1, 1954. 

27 Samuel J. Flom, D.C., Md., October 27, 
1955. 

8 Com’r v. Southwest Exploration Co. and 
U.S. v. Huntington Beach Co., US. Sup. Ct. 
Nos. 286, 287, Feb. 27, 1956. 

® Liddon, C.C.A.-6, Feb. 11, 1956. 

8° U7.§. v. Star-Kist Foods, Inc., C.C.A.-9, 
September 21, 1956. 

%1 Hoover Motor Co., Inc. v. U.S., 135 F. 
Supp. 818 (M.D. Tenn. 1955); Tank Truck 
Rentals, Inc., 26 T.C. No. 52. 

2 Max Fogel, C.C.A.-6, October 17, 1956. 

8 Charles v. Doyle, C.C.A.-7, May 23, 1956. 
To the contrary, McGrath, 27 T.C. No. 13; 
Ross, T.C. Para. 7311 (M) ; Mesi, 25 T.C. No. 
64 


4 John E. Bloom et al., T.C. Memo 1956-49. 

8 R.R. 55-694. 

6 R.R. 56-50. 

7 Granite Trust Co., D.C. Mass., Dec. 30, 
1955. 

88 Letter Justin F. Winkle, Dec. 2, 1955. 

* American Pipe and Steel Corporation, 25 
EG.No. 45. 

™® Stanley v. Waldheim et al., 25 T.C. No. 


96. 

4 Para. 1.316-1 of Chapter C of 1954 Code, 
contrary to Hirshon Trust, 213 F(2d) 523 and 
Godley, 213 F(2d) 529. 

12 Zenz, 213 F(2d) 914; R.R. 55-745. 

“8 Mary Miller, 226 F(2d) 618, affirming 
22:7T.C.,. 293. 

“4 Consolidated Edison Co., Ct. Cl. Decem- 
ber 6, 1955. 

™ Hymie Schwartz et al., 22 T.C. 717, af- 
firmed C.C.A.-5, March 14, 1956. 

™® Gellman, C.C.A.-8, 235 F(2d) 87. 

“7 RR. 56-538. 

“8 Boren, D.C. Calif., Aug. 1, 1955. 

™® Rogers, T.C. Memo 1956-171. 

© Stokby, 26 T.C. No. 114. 

* Winters, D.C. Calif., July 11, 1956. 

1 Boren, D.C. Calif., Aug. 1, 1955. 

wr RR. S6°515; 

™ Leslie Salt Co., July 12, 1956. 

*° Victor Chemical Co., Montana Sup. Ct., 
September 19, 1956. 

6 Helena-West Helena Ind. Dev. Corp. 
June 25, 1956. 

“RR, 56-526. 

®8 Ray Howard, T.C. Memo 1956-219. 

*° Brodson, C.C.A.-7, October 31, 1956. 

© White Bear Brewing Co., Sup. Ct., Nov. 
10, 1956, following 227 F(2d) 359. 

1 Ralph Romaine, 25 T.C. No. 98. 

@ R.R. 56-233. 


Tax Computer Available 


A four-page booklet containing various 
federal tax schedules as well as the New 
York State tax rate schedule has been pub- 
lished by Odello Products, 305 Newberry 
Building, 45 Main Street, Cortland, N. Y. 
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Handicapped Workers 
Ease Employment Shortage 


A mutual “self-help” arrangement is 
available to employers and handicapped 
workers in the New York City area. Em- 
ployers can recruit trained workers to per- 
form many office and factory jobs, or they 
can subcontract some of their work out to 
handicapped workers. 

The Federation of the Handicapped, 
organized some 20 years ago, is a private 
social agency founded by, and for, severely 
disabled adults. Since its establishment, 
approximately 35,000 men and women 
have received practical help. Some 2,000 
use the services of the Federation annually. 

As far as possible, the Federation is a 
self-supporting agency and, in 1955, 54 
per cent of its total budget was raised 
through the productivity of handicapped 
workers in its own headquarters building. 
The workshops in the Federation’s head- 
quarters permit victims of cerebral palsy, 
epilepsy and amputations, and approxi- 
mately 20 other disabilities to work on a 
subcontract basis for many nationally 
known firms in the New York area. Wage 
rates are standard commercial rates. 

Handicapped workers are trained so 
that they can get outside work, if their 
disabilities permit them, or can work in 
the Federation’s own shops. Those who 
cannot leave their homes regularly or for 
long periods are trained in skilled and 
semi-skilled tasks which they can perform 
at home. 

Counseling, training, and therapy for 
any handicapped person are provided by 
the Federation for the Handicapped at its 
headquarters, 211 West 14th St., New 
York 11, N. Y. An interesting series of 
pamphlets telling of the work is available 
from the same address. 


Taxes, Spending, Debt on Rise 


Governments—federal, state and local 
—are getting more tax income, spending 
more and going deeper into debt than ever 
before, according to a study by the Tax 
Foundation. Taxes now cost every person 
$608 a year, while governments are spend- 
ing at the per capita rate of $694, according 
to the report. 

All forms of government spending in 
fiscal 1956 reached a record $114 billion, 
or $7 billion more than the previous years. 
Total tax collections for 1956 are expected 
to pass $100 billion for the first time. 

The 1956 rise in federal spending re- 
versed a previous downward trend. At the 
state and local levels, the increase in 
spending was another step in a continu- 
ing upward climb. Between 1955 and 
1956, federal and state spending rose $3 
billion for each level while local expendi- 
tures increased $2 billion. The 1955 debt 
level was about $100 billion higher than 
at the 7 of World War II. Interest on 
the federal debt in the current fiscal year 
will cost $7 billion for which the per 
capita obligation will be $42. 
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SPEAKING OF 
ELECTRONICS... 


7. An executive vice president writes: 


We think the latest publication by Controllership Foundation, 
“Appraising the Economics of Electronic computers,” is one of the 
best publications we have ever seen on the subject. There is some 
real meat in it instead of a lot of theoretical gobbledegook which is 
found in most of the publications on electronic computers.” 


400 newspapers presented to their readers this column by Sam 


NEWARK EVENING NEWS, MONDAY, NOVEMBER 19, 1956 ? 





Everybody's Business | 





Advice Upon Entering Into This Electronics Age | 





By SAM DAWSON sail 
RK (#—If your problem is whether 
to pena mechanical brain to do your office 
work there’s a word of warning today. 

First make sure just what you need done, 
what it will cost to do it, how much a cs 
if any there will be, which machine can do 
your particular job best, and whether you want 

one. : 

” = pe th are debating their next 
step into the electronic age. The advice to 
make a full, even if expensive, study first is 
given today in a report by a 
Foundation, Inc., — arm of the Control- 

itute of America. 
ag ape can be large. The report says 
that for some companies the savings 1n clerical 
cost can run as much as a million dollars an- 
nually. There are also competitive advantages 

to be gained, particularly in research and im- 
proved management methods. 

A Mistake Can Be Costly 

But a mistake in entering the field can be 


ag ee brains can’t be had for peanuts. 





i is high. If they 

he cost of operating one often is high 
ton down, make sure ahead of time where to 
turn. And remember that the dizzy pace of the 
electronic industry means constant improve- 








ments—in other words, rapid obsolesence. 


The foundation’s study points out that a 
large-scale computer costs from ae = 
$600,000 a year to operate and the annual cos 
of a medium scale one is from — - 
$200,000. Programming—preparing the he 
to be fed into the machines—may run as igh 

0. . * 
“can turning to mechanical brains 
have a further problem—to buy or to rent. ~_ 
considerations enter in, also the availability o 
capital in a tight money era, and sometimes 
the company’s general policy. 


Offers Rule of ioc — 
tion report offers one rule 
um Sree on z conservative five-year 
amortization rate, rental is cheaper than out- 
right purchase on a one-shift operation; pur- 
chase is somewhat cheaper than rental — 
two-shift basis; purchase is significan y 
cheaper than rental on a three-shift vet a 
r calculating problems are relative! 
80 a that you couldn’t keep the machine 
busy for even one full shift, there are centers 
maintained by the big computer makers where 
firms can rent their usage for a_particular 
problem or for recurring but occasional prob- 
lems. Programming may easily be the biggest 
cost. 





Obsolesence is also 2 factor in the decision 
to rent or buy. 





‘ 


3. Have you read: 








ELECTRONIC 


106 pages 














APPRAISING THE ECONOMICS OF 


COMPUTERS 


$4.00 


($3.20 to members of Controllers Institute of America) 





CONTROLLERSHIP FOUNDATION, INC. 


Research Arm of Controllers Institute 
TWO PARK AVENUE - NEW YORK 16, N. Y. 


Orders from nonmembers outside Continental U.S. and Canada must be accompanied by remittance 


















gm COMPENSATION of top corporate ex- 
ecutives increased 5.9 per cent, on the 
average, in 1955, according to the seventh 
annual survey of top management compen- 
sation by the Executive Compensation 
Service of the American Management As- 
sociation. The new study analyzes the com- 
pensation (including salaries, bonuses, and 
company contributions to retirement 
funds) paid to more than 28,000 high- 
ranking executives in more than 3,300 
American and Canadian companies. The 
period covered by the study was essentially 
the calendar year 1955 but included fiscal 
years that closed as late as June 1956. 

Average weekly earnings of production 
workers in all manufacturing industries, 
as reported by the Bureau of Labor Statis- 
tics, also increased by 5.9 per cent between 
January 1955 and January 1956. Corre- 
sponding average increases in annual com- 
pensation for the other groups whose pay 
is studied by the Executive Compensation 
Service were as follows: For middle man- 
agement (March 1955 to March 1956), 
5 per cent; for sales personnel (spring of 
1955 to spring of 1956), 3.5 per cent; 
and for engineers, scientists, and other ad- 
ministrative and technical personnel (May 
1955 to May 1956), 8.6 per cent. 


Executive Compensation 


In 1955 about 48 per cent of the top 
executives for whom comparable informa- 
tion was available received higher base 
salaries than in the year before, compared 
to 38 per cent in 1954. Bonus payments, 
which over all were about 16 per cent of 
base salary, did not change materially as a 
percentage of base salary, but the number 
of executives participating in these plans 
increased in 1955. Company contributions 
to retirement plans advanced by slightly 
better than 3 per cent, reflecting the growth 
and liberalization of these plans. 

Many factors influence compensation 
payments, the report emphasizes. Indi- 
vidual company needs, growth, financial 
conditions, all have their effect. However, 
according to Dean H. Rosensteel, director 
of the AMA Executive Compensation 
Service, the results of the new survey and 
of the six previous annual studies indicate 
that the fortunes of top executive personnel 
are more directly tied to economic trends 
than are those of any other segment of the 
population. 

During 1954, Mr. Rosensteel reported, 
sales of the companies included in the 
AMA survey of top-management compen- 
sation declined about 2 per cent, on the 
average, and profits showed a modest in- 











CHICAGO :; 
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BaP 
Depreciation and Depletion Studies 

Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 


Design and Construction 
Industrial Engineering 


Ford, Bacon & Vavis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
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crease only because of a change in the tax 
laws. In that period the compensation of 
top corporate executives moved ahead only 
1.8 per cent while weekly earnings of 
factory workers advanced about 5 per cent. 

Last year sales increased an average of 
10 per cent and profits were almost 25 per 
cent higher than the previous year. The 
result was a return to more normal ad- 
vances in salaries and bonuses. 

This pattern was not universal in all 
industries, nor did companies within each 
industry group follow uniform trends. In 
every industrial classification and in each 
of the ten size groups into which the Ex- 
ecutive Compensation Service divides the 
reporting companies there were both in- 
creases and decreases in sales volume and 
profits. However, more than four times as 
many companies reported increases as re- 
ported decreases. Compensation trends also 
varied, ranging from small decreases in 
several industries to increases of 12 to 13 
per cent in others, but generally they fol- 
lowed the sales and profit trends. 

Since the Executive Compensation Serv- 
ice’s continuing survey of top management 
compensation was inaugurated more than 
six years ago, sales of comparable com- 
panies have increased about 45 per cent, 
net profits have gone up about 24 per cent, 
and compensation of the top executives 
included in the surveys has increased about 
20 per cent. 

This year’s survey is the most compre- 
hensive ever conducted on the subject, re- 
porting compensation of 62 positions in 
more than 50 industry classifications, most 
of them divided into five or more size 
groups according to sales. Total compen- 
sation for individual positions is broken 
down into base salaries, bonus payments, 
and contributions to retirement funds. 

The AMA Executive Compensation 
Service, of which the annual top-manage- 
ment survey is the principal project, was 
established to help management determine 
fair and equitable pay for executive person- 
nel by methods that will provide effective 
incentives. Distribution of the reports is 
restricted to executive subscribers who have 
a direct responsibility for the administra- 
tion of executive compensation. Additional 
information about the service may be ob- 
tained from AMA headquarters. 


How Not to Buy Stock 


The Securities and Exchange Commis- 
sion has issued a 10-point guide to help 
the public guard against being gypped by 
“unscrupulous stock operators.” The guide 
advises stock buyers to be skeptical of se- 
curities offered on the telephone and of 
promises of “quick, spectacular price 
rises.” The guide says that people should 
buy “under the risk of loss as well as the 
prospect of gain.” 
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Prove 
Comptograph “202” 
on your own work, 
Free! 


Comptograph “202” adds and calculates at 202 cycles 
a minute—it's fully a third faster! Comptograph’s key- 
board fits the hand instead of the hand fitting the 
keyboard—the conveniently located, concentrated, 
control key area eliminates reaching for operating keys 
or bars. Single-cycle control keys prevent “runaway 


i Smptometer — BETTER PRODUL ee 





your office. Use coupon. 





: S osaioinaslll 
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Combines More Fine Features 
Than Any Other 10-Key Machine! 





HERE ARE JUST A FEW: 





e Exclusive automatic Visi-Balance 
Window always shows, at a glance, the running 
debit or credit balance. 

e Printed multiplication faster...easier... 
and at lowest cost. 


e Interlocking keyboard... 
sion of more than one key at a time.. 
incorrect entries. 


e Adjustable keyboard angle 
® Portable.. 


prevents depres- 
. eliminates 


-compact...modern styling 


tape.” Single-cycle total key automatically clears the 
keyboard and instantly produces the total without inter- 
vening strokes. If you are seeking speed, accuracy and 
low cost operation, then Comptograph “202” is your 
answer. It’s America’s newest—finest—all-electric— 
ten-key adding machine! 
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Felt & Tarrant Mfg. Co. l 
1734 N. Paulina St., Chicago 22, Ill. | 
in Canada: Canadian Comptometer, Ltd. l 
765A Yonge St., Toronto 5, Canada | 
[_] Arrange FREE office trial for me on: 
[_] Send me literature on: | 
[_] Comptometer comPTOGRAPH "202" | 
[_] Comptometer COMMANDER | 
[_] ComPTOMETER Adding-calculating Machine | 
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STATISTICAL SAMPLING 
FOR AUDITORS AND ACCOUNTANTS* 


By L. L. Vance and J. Neter 


Reviewed by SOLOMON DUTKA 
President 

Audits and Surveys Company, Inc. 
New York 


The concepts of statistical sampling 
continue to gain enthusiastic acceptance 
in their continued applications to an ever- 
widening variety of fields. Professor W. E. 
Deming, the noted statistician has recently 
written an article on ‘“The Use of Sample 
Surveys as Legal Evidence.’’ The author of 
this review recently presented as evidence 
in a federal hearing the results of an appli- 
cation of modern statistical sampling tech- 
niques to a survey of minimum wages. 








TWO BOOKS FOR 


CONTROLLERS 
and TREASURERS 


ere 
GRAPHIC BUDGETS 
Describes a novel budgeting 
scheme which, by use of a single 
graphic device, pictures the out- 
come of a company’s plan of op- 
eration. By W. J. Eiteman, 107 
pages, 43 charts, price $3.00. 


BUSINESS FORECASTING 
Translates general forecasts into 
balance sheet and profit and loss 
figures for a specific company. 
By W. J. Eiteman, 67 pages, 28 
charts, price $2.50. 


(Both books for $5.00, postpaid) 


Order from: 


MaAterce Press 


1608 MORTON 
Ann Arbor, Michigan 




















In their book Vance and Neter have 
been highly successful in providing non- 
statistically oriented auditors and account- 
ants as well as students of these fields with 
an introduction to the application of statis- 
tical sampling procedures to auditing and 
accounting problems. Their value in these 
and related fields will, even after a brief 
introduction, be found to be potentially 
great. By presenting an introduction of 
some of the basic statistical sampling con- 
cepts as well as some applications of statis- 
tical techniques as actually applied to au- 


diting problems, the authors have laid an ° 


excellent groundwork for their further ap- 
plication to the individual requirements of 
the practicing auditor and accountant. 
The concept of statistical sampling is 
basically the “selection of a portion or part 
of a universe or aggregate so as to represent 
the aggregate.” The advantages of statisti- 
cal sampling techniques in their applica- 
tions to other fields have resulted in (1) 
considerable savings in cost, (2) measur- 
able precision of results of sampling, (3) 
increased accuracy of results as compared 
with 100% samples or censuses, and (4) 
the ability to derive considerably more de- 
tailed information for a fixed cost or time 
expenditure. The auditing process today in 
accounting is fundamentally conducted on 
a sampling basis. Almost all official stand- 
ards for auditing agree on the use of sam- 
pling and testing. Unfortunately, however, 
today the sampling standards currently 
used by auditors are nonexistent or totally 
subjective. The authors cite the following 
requirements of the Securities and Ex- 
change Commission, a major consumer of 
auditor’s reports, that auditors’ certificates 
filed with it ‘“‘shall state whether or not the 
audit was made in accordance with gener- 
ally accepted auditing standards.” 
Obviously, such a statement by this im- 
portant group reflects a fundamental need 
for designing a set of objective sampling 
standards for the individual auditor. It 
should also be pointed out that all the non- 
statistical test audits conducted on a non- 
statistical sampling basis currently used by 
practicing auditors are themselves subject 
to the risks of incorrect decisions or ac- 


the audit. In the application of statistical 


sampling techniques to audit procedures § 


the risks of making incorrect decisions on 
the basis of sampling can be ascertained a 
priori and the attendant costs associated 


with this precision can likewise be deter. 7 


mined beforehand. Under the generally ac. 


cepted procedure today there is no such 


measurable risk nor is much attention paid 


to the costs of the various sizes of sample 7 


ceptances or rejections of the quality of § 





audits used and to their relative impor- f 


tance in specific audit areas. 


The authors have included a lucid pres- f 


entation of the nature of decision-makin 


on the basis of sample returns. 5 apes 


they have indicated procedures for evalua- 


tion of the sampling risks involved and 
have reviewed the more general concept of Ff 
the Operating Characteristic Curve as ap- f 


plied to given sampling plans. Thus, it may 
pay the interested auditor after reading this 


particular section to actually plot the char- 7 


acteristics of the current Acceptance Plan | 


he might be using in a given audit and dis- 7 


cover its attendant risks using the methods 
outlined in the text. 


A major portion of the text is devoted 


to various aspects of Acceptance Sampling 
Plans and some standard tables used in 
Acceptance Sampling especially as applied 
in the quality control of physical materials. 
It is certainly possible from a review of 


these sections for the individual auditor to 7 


custom-build his own sampling plan to the 
given situation based upon costs, resources 
and the measurable attendant risks in- 
volved. 

Since many of the Acceptance Plans cur- 
rently in use today were designed for qual- 
ity control procedures involving the in- 
spection of physical materials, the authors 
have indicated how these same concepts 
and procedures can be used for controlling 
clerical accuracy as the work is being per- 
formed. Thus, for example, as the authors 
point out, ‘The best assurance to an auditor 
that the clerical accuracy of the accounting 
records is satisfactory after his examination 
is that control over clerical accuracy was 
exercised in the first place.” 

The authors discuss the nature of quality 
control charts, how to set them up, the de- 
termination of quality control limits and 
an outline of the uses of control charts. 
Certainly the illustrations for the uses of 
control charts as applied to clerical work 
should provide a useful basis for their 
further application by readers of the text. 

Finally, the authors present an excellent 
outline of, and introduction to, various sta- 
tistical sampling techniques which can be 
used in the process of estimation. For ex- 
ample, they cite the possibility that an ac- 
countant may wish to estimate the replace- 
ment value of the physical property of a 
public utility. This is a problem whose so- 
lution can be materially enhanced by the 
use of statistical sampling processes and 


* Published by John Wiley & Sons, Inty 
440 Fourth Avenue, New York, N. Y. $9.00. 
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more especially by the use of the most “ef- 
ficient” sample design—i.e. that design 
which will yield the greatest precision (or 
smallest sampling error) for a given cost 
or for a fixed precision at the least cost. 
Incidentally, to the reviewer’s knowledge, 
such evaluation on the basis of approved 
statistical sampling techniques has been 
admitted as part of official court records. 

The authors of “‘Statistical Sampling for 
Auditors and Accountants’’ are to be con- 
gratulated for presenting so clear and 
thoughtful an exposition of the introduc- 
tion and application of statistical sampling 
techniques to the accounting and auditing 
field. It is a text which requires only a basic 
knowledge of mathematics and little time 
is spent on the more complicated deriva- 
tions of some of the formula presented. It 
is a text whose contents can conceivably be 
made immediately useful to the interested 
reader. Certainly the potential value of the 
application of the statistical sampling tech- 
niques to auditing is great enough to war- 
rant an examination of this text by practi- 
tioners and students in this field. 


COMMON SENSE IN BUSINESS: 
A DIGEST OF MANAGEMENT 
PROCEDURES* 


By J. Seton Gray 


A successful management approach and 
techniques for handling the ten major 
problems confronting all business ventures 
is given in this new book. What these 
problems are and how they must be co- 
ordinated is told by the author who deals 
with the areas of management, finance, 
selling, engineering and development, op- 
erations, direct labor costs, materials cost, 
overhead, sales costs, and administrative 
costs. He analyzes each problem separately 
and shows how one is related to the other 
and how they must be fitted together to 
complete the management picture. Empha- 
sis is given to research and engineering for 
the small business to make these tools 
more available to this type of organization. 

The book is based on the belief that 
neatly everyone feels that the phase of 
business in which he earns his daily bread 
is the most important, but that there are 
nine other key areas which are equally im- 
portant for over-all success. How these ac- 
tivities interrelate and how the individual 
manager can make use of these principles 
for greater success is told in this modern, 
concise management guide. 


* Published by McGraw-Hill Book Co., 327 
West 41st Street, New York 36, N. Y. $3.50. 


OTHER BOOK ENTRIES 


INCENTIVE WAGE SysTEMS: A SELECTED 
ANNOTATED BIBLIOGRAPHY. The In- 
dustrial Relations Section, Department 
of Economics and Sociology, Princeton 

University, Princeton, N. ]. 50 cents. 











Are Your Financial Statements in 


Line with Best Current Practice? 


You will find a wealth of practical information to help you with your current 





report work in this new study just completed by the American Institute of 


Accountants. 


This unique book—the tenth in an annual series—is based on a thorough 
analysis of 600 corporate reports published during 1955. Every item of the 
financial statements in these reports has been examined and tabulated to re- 
veal what techniques are now most in use and what significant trends have 
been developing since 1946. 


ACCOUNTING TRENDS & TECHNIQUES 
IN PUBLISHED CORPORATE ANNUAL REPORTS 


If a question of form, terminology or accounting technique comes up in your 
report work, chances are you will find the answer here in terms of how others 


are treating the same question. 


¥ More than 100 comparative tables 
indicate whether certain business and 
reporting practices are becoming more 
or less common. 


y¥ You get more than 1500 quotes— 
identified by company—which show 
how specific items are actually being 
handled. 


vy A special appendix of recent Insti- 
tute bulletins is provided, and perti- 
nent references are made to these bul- 
letins throughout the text. 


y Actual balance sheets, income state- 
ments and accountant’s reports are 
reproduced in the book which is a full 
814” x 11” in size. 


If you are responsible for the preparation of your company’s annual report, 
you are sure to find Accounting Trends and Techniques valuable. You may 
receive your copy at once by returning the coupon below. 


PAPER BOUND 


American Institute of Accountants 
Dept. C, 270 Madison Ave., New York 16, N. Y. 


Please send, postpaid, a copy of the new 1956 edition of Accounting Trends & 
Techniques. Our check for $15 is enclosed. 


(Please add 3% sales tax in N. Y. C.) 
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INSTITUTE OF 
ACCOUNTING 


Qualified men and women, gradu- 
ates of high school or more ad- 
vanced education, are eligible for 
this program of instruction afford- 
ing a background of accounting 
and other phases of business and 
industry, as well as preparation for 
CPA examinations. Day and eve- 





















ning courses; full and part time 
programs arranged. 








Registration Friday, Feb- 
ruary 1st through Tues- 







day, February 5th, 10 a.m. 
to 8 p.m.; Saturday 9 a.m. 
to Noon. Low Memorial 
Library, 116th St. between 
Broadway and Amsterdam 
Ave., New York 27. 









COLUMBIA UNIVERSITY 














































STURGIS 
1885-G 


with scuff-proof, noiseless, 
self-leveling fiber glass base 












jor exe cutives who like the 
comfort of a big back and seat 
rubber over springs ° 





of joa m 






POSTURE 
CHAIRS 





\ 


THE STURGIS POSTURE CHAIR COMPANY 
Sturgis, Michigan 









Changes Proposed in 


Railroad Accounting Practices 


Reported earnings of all major United 
States railroads may be reduced sharply as a 
result of revisions now being proposed for 
current accounting practices. If put into 
effect, the changes would reduce reported 
income available for dividends and also 
might add to pressure for higher freight 
and passenger rates. 

The proposals are aimed at bringing 
accounting practices employed by the rail- 
roads into line with those used by other 
industries. One such proposal has to do 
with the manner in which reported railroad 
income benefits by rapid amortization of 
defense facilities. Another is the practice 
of not charging depreciation on track, ties, 
and other road property. A third is the 
practice of making tax adjustments for 
prior years through the income account 
rather than through the surplus account. 

The proposed change in treatment of 
rapid amortization would in all cases re- 
duce reported earnings. The other new 
changes would raise reported earnings as 
well as lower them, depending on the cir- 
cumstances of each road in each year. The 
net effect of all three, generally speaking, 
would be to reduce reported earnings. 

The current study of revisions was insti- 


gated by the New York Stock Exchange, 


after consultation with the Interstate Com- 
merce Commission, because of a fear that | 


stockholders are being misled by the in- 
come figures railroads derive from their 
present accounting methods. 

Currently, the railroads handle roadway 
accounts by charging replacements to main- 
tenance rather than charging depreciation, 


In most industries, and for other kinds of © 


railroad property, the system is to set up 
replacements in the balance sheet as new 
assets and then charge regular depreciation 


against them. The railroad and ICC ff 
method of treating fast amortization is to § 


take full advantage of the tax benefit rather 
than show the rapid amortization in their 
earnings reports. 

According to accountants familiar with 
the problems, the earnings of railroads are 
overstated since there are no provisions for 
future tax liability. These overstatements 
began to appear in 1952 income statements 
in rather sizable amounts and will con- 
tinue until 1961, when the last certificates 
expire. A computation by Arthur Ander- 
sen & Company, which has objected to the 
income overstatement, indicates that the 
tax effect of the certificates will be greatest 
in 1957. 








Fourth Quarter Appraisal Issued by Commerce Department 


Rising personal income and expanding 
business investment continued to point 
the economy upward during the fourth 
quarter of 1956 according to the Com- 
merce Department. The report also noted 
slow advances in costs which continued to 
exert upward pressure on industrial prices. 

Indicators of the continued strong 
fourth quarter outlook were: 

Employment in nonfarm establishments 
set a new seasonally adjusted high of 51.8 
million in October 1956. The increase in 
employment from September in the trans- 
portation equipment industry counted for 
half the rise of 140,000 in factory produc- 
tion workers. 

Industrial production has been gaining 
since mid-summer. The auto industry now 
working on 1957 models has reversed its 
declining pattern of earlier months. As- 
semblies of passenger cars and trucks have 





climbed steadily from the seasonal low of 


a little over 50,000 units a week in the F 


last half of September to 160,000 units 
in the second week of November. 

Demand for steel has kept the nation’s 
mills operating at 100 per cent of rated 
capacity. 

Capital goods business continued strong. 
During the third quarter, unfilled orders 
held by manufacturers expanded six per 
cent. At the end of September, their total 
value of $62 billion was nearly $10 billion 
above the amount held the year before. 

Construction continued to move about 
in line with seasonal changes. In October, 
the seasonally adjusted annual rate of total 
new construction was nearly $44 billion. 
This was a little off from the September 
level as a decrease in residential building 
was slightly more than offset by a rise in 
public construction. 


BAD CHECKS 


An uptrend in bad check passing is apparent according to 
FBI statistics. During the fiscal year ended June 30, 1956, 
local law enforcement agencies sent 28,702 bad checks to 
the laboratory for examination, an increase of 22 per cent 
from a year earlier and a jump of 73 per cent from the year 


ended June 30, 1952. 
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Foreign Businessmen Urged 
to Open U. S. Markets 


Commerce Secretary Sinclair Weeks ad- 
vised foreign businessmen to devote more 
effort to developing new markets in the 
United States rather than seeking to dis- 
place those already in existence if they wish 
to avoid increased American tariffs or other 
import-restricting measures. 

Mr. Weeks gave this advice at the open- 
ing session of the 43rd Annual Meeting 
of the National Foreign Trade Conven- 
tion. Mr. Weeks, in his remarks, said un- 
usual hardships are being worked on 
American producers of bicycles, cordage, 
textiles, apparel and sewing machines by 
producers of foreign wares. 

In the bicycle industry, he noted, im- 
ports sent to the U. S. between 1950 and 
1955 rose from 70,000 units to 1,200,000 
annually while U. S. output over the same 
period slipped from two million a year 
to barely over 1,500,000. Foreigners, by 
pushing their good fortune to such ex- 
tremes, were not serving their own inter- 
ests in the best conceivable manner said 
Mr. Weeks. 

Nevertheless, he noted, it was still his 
conviction that the U. S. and the world as 
a whole would benefit from a greater vol- 
ume of foreign trade. Therefore, he added, 
the administration would continue to push 
for American participation in the pro- 
posed new organization for trade coopera- 
tion. President Eisenhower failed to win 
approval at the last session of Congress 
for U. S. membership in the proposed in- 
ternational OTC which is designed to po- 
lice tariff-cutting agreements. 


New Gain in Jobs Forecast 


The Labor Department reports a tight- 
ening labor market in most areas of the 
nation, with growing shortages of skilled 
workers. A survey of employers in 149 
labor markets shows that generally they 
plan to expand hirings into 1957. Short- 
ages of skilled workers in some areas, ac- 
cording to the Bureau of Employment Se- 
curity, are so severe that there is much 
overtime and some manufacturers of spe- 
cial industrial machinery are turning down 
orders due to lack of qualified machinists. 

For the first time in nearly three years 
the Bureau classified two areas—Hartford 
and Stamford-Norwalk, Conn.—as labor 
shortage areas. Because of a general ex- 
pansion of factory and other types of em- 
ployment in the two areas, less than one 
and one-half per cent of the labor force 
is without jobs. 





APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 
BOSTON 6 CHURCH STREET ATLANTA 


PHILADELPHIA CHICAGO 
PITTSBURGH EY VOR, 0. '¥. ST. Louis 
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uow XEROGRAPHY 


saves 3,000 man-hours per year 
for MEAD JOHNSON & COMPANY 


SPEEDS 
PAPERWORK 


16,000 offset paper 
masters a year 
prepared by 


XEROGRAPHY 


A paper master and 
20 copies now made 


in 4 MINUTES! 





DO YOU KNOW... 


‘ ‘ , : Xerography copies onto 
Mead Johnson & Company, Inc., Evansville, Indiana, paper masters and 


: re metal plates for 
nationally known manufacturer of more than 150 nu- 








ee y OFFSET 
tritional and pharmaceutical products, was founded 56 Suptteline 
years ago and now employs 1400 employees in its 
Evansville, Indiana, and Zeeland, Michigan, plants. a osteo 
Other subsidiaries are located in Canada and Mexico. mediates for 

This progressive company uses a large volume of DIAZO 
paperwork to conduct its vast operations. This includes — 
interoffice memos, marketing reports, sales reports, Copies ente 
pages and changes for company operating manual, easeane sae 
library reading list for Research Department, labora- setae 

é f ; (and other fluid-type) 

tory report iorms. duplicating 





Company officials report that since XeroX® copying 









equipment was installed to prepare offset paper masters — 
Mics ee iia Spat ee HALFTONE 
vy xerography, its duplicating activities have been & LINE 
speeded, errors have been virtually eliminated, and the subjects onto paper 
company saved an estimated 3,000 man-hours a year. “eee 
Anything written, printed, typed or drawn can be quickly copied UP TO 
by xerography onto masters for duplicating. Copies in the EIGHT 
same, enlarged, or reduced size can be made from one or both COPIES 


sides of the original material, by this dry, photo-exact, electro- 
a static copying process. New developments m 
ren See ellnuatagpswrgundaecn master or translucent 
xerography the one, all-purpose, fast and eco- intermediate can be 
nomical process for copying onto different types made from one xero- 
of masters for duplicating. graphic exposure 


including a paper 


WRITE for ‘proof of performance” folders showing how xerography is saving 
=—*= time and thousands of dollars for companies of all kinds, large and smaii. 


THE HALOID COMPANY 
57-16X HALOID STREET, ROCHESTER 3, NEW YORK 
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FOR THE NEW YEAR 


RECORD CONTROLS 


A nationally-known, professional organi- 
zation for developing efficient records sys- 


tems 


OFFERS YOU 


@ The opportunity for a substantial an- 


nual saving. 


© The chance for a better business year 


than ever before. 


Have you considered the extra time and 
loss of money involved in inefficient rec- 
ords? This may be due to lack of acquaint- 
ance with modern filing procedures, im- 
properly organized files, untrained per- 
sonnel or the confusion of old files with no 


planned retention schedule . . . 


One medium sized office in a large city 
reduced its expenditures more than 
$18,000 annually through improved filing 
practices only. As the new year begins, 


why not make this your story? 


Call or write our professional records 
service today for further information. 


There is no obligation. 


RECORD CONTROLS, INC. 
209 S. La Salle St., Chicago 4, Ill. 


Please send me information on your services, 


without obligation. 
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RECORD CONTROLS, INC. 


516 Fifth Ave. 
New York City 36, N. Y. 


209 S. La Salle St. 
Chicago 4, Illinois 





P.O. 353, Palo Alto, Calif. 


RX Embezzlement 


(Continued from page 21) 


amount of actual exposure but rather a 
weighted base related to exposure to which 
the recommended bond amount is keyed. 
The Exposure Index is derived from two 
principal elements of exposure to large 
dishonesty losses, (1) Current assets, a 
measure of values subject to loss at all 
times, and (2) Gross sales or income, 
which reflect turnover of such values. 

The suggested minimum amount of hon- 
esty insurance was determined as follows: 
$400,000 Exposure Index falls in Bracket 
4 ($250,000 to $500,000) which indi- 
cates a suggested minimum between $75,- 
000 and $100,000, or by interpolation, 
$90,000. 


These suggested amounts are minimum 
amounts. They must not be interpreted as 
the maximum amounts which may be 
needed to provide indemnity to the full 
extent of losses that may occur. The mini- 
mum amounts should be adjusted upward 
as is deemed necessary in the light of each 
firm’s individual exposure. Further in- 
creases should be considered in the amount 
to be carried in recognition of “‘catastro- 
phe” exposure. This mathematical formula 
thus serves as a practical, money-saving 
means to protection that will safeguard a 
firm’s assets from financial loss and enable 
it to continue as a solvent, successful busi- 
ness enterprise, should an embezzler strike. 























SUGGESTED MINIMUM AMOUNTS OF HONESTY INSURANCE | 
Exposure Index Bracket No. Amount of Bond 
$ 1,000 — $ 25,000 ] $ 15,000—$ 25,000 
25,000 — 125,000 2 25,000 — 50,000 
125,000 — 250,000 3 50,000 — 75,000 
250,000 - 500,000 4 75,000 — 100,000 
500,000 — 750,000 5 100,000 — 125,000 
750,000 — 1,000,000 6 125,000 — 150,000 
1,000,000 — 1,375,000 7 150,000 — 175,000 
1,375,000 — 1,750,000 8 175,000 — 200,000 
1,750,000 — 2,125,000 9 200,000 — 225,000 
2,125,000 — 2,500,000 10 225,000— 250,000 
2,500,000 — 3,325,000 11 250,000 — 300,000 
3,325,000 — 4,175,000 12 300,000 — 350,000 
4,175,000 — 5,000,000 13 350,000 — 400,000 
5,000,000 — 6,075,000 14 400,000— 450,000 
6,075,000 — 7,150,000 15 450,000— 500,000 
7,150,000 — 9,275,000 16 500,000 — 600,000 
9,275,000 — 11,425,000 17 600,000 — 700,000 
11,425,000 - 15,000,000 18 700,000 — 800,000 
15,000,000 — 20,000,000 19 800,000 — 900,000 
20,000,000 — 25,000,000 20 900,000 — 1,000,000 | 
25,000,000 — 50,000,000 21 1,000,000 — 1,250,000 
50,000,000 — 87,500,000 22 1,250,000 — 1,500,000 
87,500,000 — 125,000,000 23 1,500,000 — 1,750,000 
125,000,000 — 187,500,000 24 1,750,000 — 2,000,000 
187,500,000 — 250,000,000 25 2,000,000 — 2,250,000 
250,000,000 — 333,325,000 26 2,250,000 — 2,500,000 | 
333,325,000 — 500,000,000 27 2,500,000 — 3,000,000 
500,000,000 — 750,000,000 28 3,000,000 — 3,500,000 | 
750,000,000 — 1,000,000,000 29 3,500,000 — 4,000,000 | 
1,000,000,000 — 1,250,000,000 30 4,000,000 — 4,500,000 | 
1,250,000,000 — 1,500,000,000 3] 4,500,000 — 5,000,000 
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The Audit of Cash 
Edward J. Taylor 


DECEMBER 1956 


Embezzlement—Large and Small 
AUGUST 1953 
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Is Your Firm Embezzlement-Proof? 
Arthur F. Timmins 
APRIL 1950 





Protection from Embezzlement 
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Job demands exceed supply 
declares Controllers Institute 


IGH SCHOOL AND CO 


counting for their profe 
one of the best roads to success in t 
ness world. The require 
career, togethe 
ties for advancement, at 
new illustrate 
tributed by Contr 
ica. It is entitled 


“The demand for accoun 
ceeds the supply,’ 
out. “There is an u 
accountants, and industry's 
cou 
ing for many years. 











moving up in business 


25¢ per copy 


DESIGNED FOR DISTRIBUTION 


by corporations to high school 
gtaduates and college under- 
graduates in their recruiting 
areas, this “careers” booklet is 
aimed at attracting students to 
accounting and providing you 
with future accounting person- 


n d i 
el, and potential executives. 


You can place your own im- 
print on the booklet if you wish 
to identify your company’s in- 


terest in your community. 


Opportunities in Acc 
in New Brochure for Students 


“As our country has ex 
and industry have beco 
complex. From the simp 
years ago, 
have grown increasingl 
cated. A big company 
on simple arithmetic an 
bookkeeping. C 
more scientific. 
able to analyze figu 
ment on what shoul 

of any business depe 
is a big, important 
bility. 
“In to 
rises, there are many ju 
supervisory job: 
portunities exi 
quarters and fie 
ists. Accounting also provid 
means of advancing to impo 
trative positions—such as co 


nting talent promise to keep on g 
urer and other officers.” 


ounting Described 


LLEGE STUDENTS 
who choose private or managerial ac- 
ssion are taking 
he busi- 
ments for such a 
r with the varied possibili- 
e described in a 
d brochure now being dis- 
ollers Institute of Amer- 
“Moving Up in Business 
—a Look at Managerial Accounting.” 
tants far ex- 
’ the career booklet points 
nfilled demand for good 
needs for ac- 


row- 


panded, business 
me more and more 
le bookkeeping of 
commercial and financial data 
y more compli- 
can no longer rely 
d double-entry 
ontrol must now be muc 
The accountant must be 
res and advise manage- 
d be done. The success 
nds on this control. It 
nd exciting responsi- 


day's substantial business enter: 

nior executive and 
s open to accountants. Op- 
st for managers of head- 
Jd units and for top special- 
es an excellent 
rtant adminis- 
ntroller, treas- 


The National C - - : 
America has mu - Education of Controllers Institute of 
inform today’s student t theee-color 16-page lbaaitee- on hemp 
from academic vi : es asia duane opportunities that stem 
sent sample copies a i eight The Committee has already 
initiates thee colleges, secondary schools and guidanc 

ghout the country. - 


w Place Your Order Now! 


Controllers i aaa i 
_— oy Institute of America * 
o Park Avenue, New York 16, N. Y asi 
Send me i ; | 

Be, AeA tes copies of “Moving Up 1 
oe . | ig Up in Business—A Look i 
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ee The booklet you sent me is the finest 
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“moving 
up in 
business”’ 


A One 0 2 fines ] / 
ee f the finest things in a long 
time . ‘ 
CORPORATE EXECUTIVE 
ee! showed this to our counselors and 
they felt it to be of very definite help 
7 them in their discussions with our 
high school youngsters 
HIGH SCHOOL PRINCIPAL 
ee: u ould like to order three dozen 
copies for distribution, primarily to 
those colleges in which we engage in 
heavy recruiting .. 


CORPORATE PERSONNEL DIRECTOR 


thing I have seen on managerial ac- 
counting.” 
PUBLIC SCHOOL SUPERINTENDENT 
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Pay for Scientists 

American scientists earned a 
salary of $6,525 during 1954-1955, ac- 
cording to the survey by the National Sci- 
ence Foundation. Physicists and meteorolo- 
gists with Ph.D. degrees topped the list 
with a yearly median salary of $7,850. The 
salary of psychologists showed the lowest 
median, ranging from $6,600 for those 
with Ph.D. degrees to $4,975 for those 
without. Other median salaries reported in 


median 





CONTROLLERSHIP INFORMATION SERVICE 


OteA 


the survey were: astronomers, $5,950; bi- 
ologists, $6,275 ; geologists, $7,250; math- 
ematicians, $6,300. 


Pension Plans 

About 40 per cent of the employes in 
civilian nonagricultural establishments 
throughout the United States are now cov- 
ered by some form of pension plan, in ad- 
dition to Social Security, the Institute of 
Life Insurance reports. 


A consolidation of information developed by 
CONTROLLERSHIP FOUNDATION 
in reply to various inquiries 


During the past decade, the use of com- 
pany-sponsored foundations has become a 
fairly common device for administering 
corporate contributions for charitable pur- 
poses. 

Under present federal income tax laws, 
companies are permitted to deduct such 
contributions up to an amount equal to five 
per cent of net income. Donations of more 
than five per cent in a single year are also 
permitted if the excess over five per cent is 
carried over to the two succeeding taxable 
years. Deductions in those years, however, 
are also subject to the five per cent limita- 
tion. Contributions of corporations which 
report income on an accrual basis are con- 
sidered as paid during the taxable year if 
the donation is actually paid out within 
the first ten weeks of the following year. 
The directors, however, must approve the 
grant during the taxable year. 

A foundation permits a company, within 
the above limitations, to coordinate a 
stable, welfare program with long-range 
planning aimed at taking advantage of 
favorable tax situations. Contributions to 
the foundation can be large in years when 
company profits are high, smaller during 
less favorable times. Projects on which the 
contributions are to be spent however can 
be planned so that funds are distributed 
most judiciously and to the causes most 
important to the company. ‘Charitable’ 
contributions insofar as the income tax reg- 
ulations are concerned include financial 
support of religious, educational, cultural, 
scientific and research activities as well as 


THE CONTROLLER.............. 


of strictly welfare organizations. 

A number of comprehensive studies on 
the subject of company foundations are 
available, among which the following are 
particularly thorough: 


TAX PLANNING FOR FOUNDATIONS AND 
CHARITABLE GIVING. W. L. Casey, J. K. 
Lasser and Walter Lord, Business Re- 
ports, Inc., Roslyn, N. Y., 1953, $12.50. 


CORPORATION GIVING. F. Emerson An- 
drews, Russell Sage Foundation, New 
York, 1952, $4.50. (A digest of this 
book was published by Controllership 
Foundation in the April 1953 issue of 
THE CONTROLLER. ) 


THE MANUAL OF CORPORATE GIVING. 
Edited by Beardsley Ruml, National 
Planning Association, Washington, 
D. C., 1952, $6.75. 


PHILANTHROPIC FOUNDATIONS. F. Emer- 
son Andrews, Russell Sage Foundation, 
New York, 1956, $5.00. (This deals 
with the administration of founda- 
tions. ) 


Articles on this subject have also ap- 
peared in THE CONTROLLER, among them 
being: “Corporate Donations to Charity,” 
November 1952; “Corporate Fund-Grant- 
ing Agencies Increasing as Taxes Keep 
Rising,” May 1952; and ‘How to Budget 
and Administer Company Contributions,” 
March 1956. 
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Holiday Diet 

In 1957, 73 legal holidays will be recog- 
nized somewhere on American soil during 
the year: this is in addition to the 52 Sun- 
days during the year. April 1957 tops the 
list with 10 legal holidays while December 
1957 has only three. 


This Electronic World 

Pennsylvania station, New York City, 
is completing installation of an electronic 
ticket center utilizing closed-circuit televi- 
sion wire-photo and teleprinter equip- 
ment. When a customer orders a ticket, the 
clerk will insert one of 980 matrices into 
a machine that prints the ticket instantly 
and when the customer asks for space ina 
sleeping car the clerk will tune a 12-inch 
television receiver on the counter to a rack 
in the interior of the ticket selling center 
where a clerk keeps an up-to-the-moment 
chart of space available, up to 16 weeks in 
advance, on all trains out of New York. 
Western Union is installing a wire-photo, 
ticket-printing machine called Intrafax in 
100 business offices. When the changeover 
has been completed, 31 clerks will do the 
work of 40 in selling tickets over the 
counter while 72 other clerks will do the 
same thing over the telephone. 


A new calculator is reported to be under 
development by IBM. Named “Stretch” 
the new machine is intended to solve ina 
single day problems complex enough to 
keep present electronic computers busy six 
months. 


A new electronic memory machine, 
which enables computers to store more 
than one million bits of information and 
whose base is not much larger than a shoe 
box, has been perfected by RCA. The de- 
vice can “‘recall’’ the information stored in 
a few millionths of a second. The memory 
consists basically of thin printed plates of 
special magnetic material perforated with 
small holes. According to RCA, it opens 
the way to major advances in the efficiency 
of electronic computers and data-process- 
ing systems. 


An electronic computer for jet aircraft 
has been designed by the micronics divi- 
sion of the Elgin National Watch Com- 
pany. The instrument will figure such 
information as aif pressure, temperature, 
speed and density while the aircraft is in 
flight. The mileage will be transmitted to 
the aircraft's fuel system, air conditioning 
unit, fire control and navigation systems as 
required. 


Personal Income 

October 1956 marked the third month 
in a row in which personal income set 4 
new record. A sharp increase in auto indus: 
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try payrolls pushed personal income to a 
record annual rate of $332.6 billion for 
October, according to the Commerce De- 
partment. This was $3.1 billion over the 
previous month and $21 billion over the 
annual rate for October 1955. Payroll in- 
creases outside the auto industry were 
widely scattered. Primarily metals and fab- 
ricated metals showed gains partly due to 
rise in auto activity while textile and ap- 
parel payrolls increased for the first time 
since April 1956. Payrolls were stable in 
most other manufacturing industries, but 
almost all nonmanufacturing industries 
showed moderate payroll gains. 


Corporate Patents 

During the period 1939-1955, almost 59 
per cent of all patents granted were 
awarded to corporations. In that same pe- 
riod alone 176 American corporations re- 
ceived more than 20 per cent of all patents 
issued, and in 1946 38 corporations each 
received more than 1,000 patents and 356 
corporations each received between 101 
and 1,000. 


Plant Outlays to Increase 

Industry will spend at least eight per 
cent more on plant and equipment in the 
first three months of 1957 than in the first 
quarter of 1956, according to a joint report 
by the Department of Commerce and the 
SEC. Expansion programs, according to 
the report, will reach an annual rate of $38 
billion in the first quarter of 1957. Rail- 
roads are planning the largest relative in- 
creases in expenditures during the early 
part of 1957 while utilities and nondu- 
rable goods manufacturers also have sched- 
uled expenditures larger than average for 
these two lines. Moderate increases were 
indicated in programs fashioned by pro- 
ducers in the durable goods lines, nonrail 
transportation and commercial companies. 


Cash Dividends 

Corporations issuing public He ovaed ogee 
out 12 per cent more in cash dividends in 
October 1956 than in the same month in 
1955, according to the Commerce Depart- 
ment. The agency said cash dividends for 
October amounted to $749.8 million com- 
pared with $669 million in October 1955. 
For the first 10 months of 1956, publicly 
reporting corporations paid out $8.7 bil- 
lion in cash dividends, up from payments 
of $7.7 billion in the like period in 1955. 


Tax Collections 

Federal tax collections totaled almost 
$75.1 billion for the year ended June 30, 
1956, an increase of $8.8 billion over the 
total for the preceding fiscal year. The 
total, including old age insurance, unem- 
ployment insurance and railroad retire- 
ment taxes, set a record. The previous rec- 
ord was $69.9 billion collected in the fiscal 
year ended June 30, 1954. 
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recorded by F ILMSORT 


The Filmsort application in Plymouth County, 
Massachusetts abounds in colorful and famous 
names from the earliest days in American history. 





The historically invaluable documents 
filed in the Filmsort installation in 
Plymouth County are preserved and used 
through the application of the most 


modern of records systems. Microfilm 


and Filmsort cards 
combine to make re- 
cords from our historic 
past available for active 


cl 


reference without injury to the originals. 


All of the original documents affecting 
real property in Plymouth County have 
been microfilmed on 35mm film and 
filed in Aperture cards or Jackets ac- 
cording to the type of document involved. 
The records are filed chronologically in 






® 


the same order in which they were in- 
itially recorded, and are available in this 
form for public use. 


This interesting and practical Filmsort 
application is another example of the 
versatility of the Filmsort system for 
handling modern records problems. For 
engineering drawings, personnel records, 
hospital case histories, research reports 
—any large volume active file—Filmsort 
provides security, space savings and an 
active reference medium. 


For full information on Filmsort equip- 
ment, supplies and service, see your local 
Filmsort distributor. 


FILMSORT DIVISION 
DEXTER FOLDER COMPANY 
Pearl River, New York 














A NEW APPROACH TO 


BUDGETING 


Write for Information 


McCORMICK & COMPANY 


Consulting Manag t Engi Ss 
Park Building Yonkers, N. Y. 








Continuous 
Annual 
Appraisal Service 


* * 


Yearly upkeep service available to clients, 
at nominal cost, following complete initial 
survey of your plant by our Appraisal 
Engineers. 


Annually thereafter, the data supplied to 
us by your own Accounting Department 
eliminates the expense of subsequent visits 
to your plant, for a period of five years. 


Appraisals cover Buildings & Contents— 
summarized per your Fixed Asset Accounts, 
and also by individual Buildings. 


Your inquiry is solicited 


LOCKWOOD GREENE 
ENGINEERS, INC. 


41 East 42nd Street, New York 17 
Boston 9, Mass. ° Spartanburg, S. C. 











American Appraisals 
reduce uncertainties 
about depreciation 


American Appraisal analyses of 
property and “remaining life’’ studies 
reduce variance factors in measuring 
depreciation, and provide a depend- 
able basis for determining costs, pro- 
fits and taxes. 


The 
AMERICAN 


APPRAISAL 


Company 


leader in property valuation 
HOME OFFICE: MILWAUKEE 1, WIS. 



















Fabian Bachrach 


MR. TUBBS 


NEW CONNECTIONS ... 

Edward Tubbs is now executive vice 
president of Engineered Nylon Products, 
Inc., South Bend, Ind. . . . Drummond 
C. Bell has joined Bridgeport Brass Co., 
Bridgeport, Conn., as special assistant to 
the president and chairman. . . . William 
J. Sloan, former president and director of 
Texas Fund Management Company, Hous- 
ton, Texas, has announced the formation 
of W. J. Sloan Investment Management 
Company in the same city. For 10 years he 
was chairman of the Tax Committee of 
Brokers & Dealers Association in New 
York City. . . . Glendon K. Olson has 








been appointed assistant comptroller of 


the J. R. Clark Co., Spring Park, Minn. 


PROMOTIONS .. . 

J. O. Waymire is now vice president of 
Eli Lilly & Company, Indianapolis, Ind. 

. . L. Keith Hamer was elected managing 
director of Addressograph-Multigraph of 
Canada, Ltd., Toronto, Ontario, Canada. 
. . . Russell P. O’Hara was named cor- 
porate controller of the Standard Products 
Company, Cleveland, Ohio. . . . Ralph 
E. Bond was appointed deputy general 
manager for Administration of the Elec- 
tronics Division of American Machine and 








MR. WAYMIRE 
































MR. BOND 


Foundry Co., Boston, Mass. 

United Carbon Company, Charleston, 
W. Va., has elected Arthur Hanson as 
financial vice president. . . . Recently ap- 
pointed assistant controllers of Esso Stand- 
ard Oil Company, New York, are: E. W. 
Booth, C. F. Buechler, Lamar Jones and 
Walter Walsh. . . . Lawrence J. Spatz 
has been named controller of the Central 
Distributing Division of Consolidated 
Foods Corporation, Chicago, III. 

R. Lynn Galloway was elected assistant 
comptroller of Eastman Kodak Company, 
Rochester, N. Y. .. . Richard N. Still. 
man was appointed assistant controller of 
Stauffer Chemical Company, New York. 


ADDITIONAL DUTIES FOR... 


Mortimer J. Fox, Jr., who is now vice 
president and treasurer of Schering Corp, 
Bloomfield, N. J. . . . W. E. Busker who 
has been elected vice president and treas- 
urer of Campbell, Wyant & Cannon 
Foundry Co., Muskegon, Mich. 
Charles M. Carriere who was recently 
elected vice president and treasurer of 
Wesson Oil & Snowdrift Co., Inc., New 
Orleans, La. 

John J. Waldron who is now vice presi- 
dent and treasurer of Jacob Ruppert Brew- 




















CHANGING YOUR ADDRESS? 


Notice of change of address for THE CONTROLLER should 
be received in the editorial offices of THE CONTROLLER, 
Two Park Avenue, New York 16, N. Y., before the first of 
the month to affect the following month’s issue. For instance, 
if you desire the address changed for your March issue, we 
should be notified of your new address before February 1. 
Include your postal zone as well as your old and new address. 
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The first of a series of workshops for 
corporate controllers and financial officers 
was held on November 15 in San Fran- 
cisco, sponsored by the San Francisco Con- 
trol of Controllers Institute of America. 
The workshop theme was “Marketing,” 
and a second workshop on this subject is 
scheduled as part of the Western Confer- 
ence of Controllers Institute being spon- 


WORKSHOP FOR CONTROLLERS 


sored in San Francisco by the San Francisco 
Control, April 25-27. 

The recent workshop closed with a din- 
ner address by Gene Flack, sales counsel 
and director of advertising for Sunshine 
Biscuits, Inc., Long Island City, N. Y. 
Photographed at the head table above are 
(left to right) : John Hartmann, workshop 
treasurer; Wm. B. Doyle, workshop regis- 
tration; Duncan I. McFadden, vice presi- 





dent, San Francisco Control; Kenneth R. 
Rickey, speakers hospitality; Mr. Flack; 
Stanley B. Murray, president, San Fran- 
cisco Control; Harry R. Lange, workshop 
coordinator; Dr. Bertrand Klass, afternoon 
speaker; Myron Close, afternoon speaker ; 
John R. Lavinder, workshop publicity; 
Thomas W. Parham, workshop general 
chairman, and John L. Walker, Jr., work- 
shop arrangements. 





ery, New York. . . . Bruce S$. Shannon 
who was elected vice president, controller 
and assistant secretary of the Drackett 
Company, Cincinnati, Ohio. 


NEW DIRECTORS .. . 


W. G. Gisel, secretary and treasurer of 
Bell Aircraft Corporation, Buffalo, N. Y., 
of his company. . . . Harold S. Geneen, 
executive vice president, Raytheon Manu- 
facturing Co., Waltham, Mass., of his 
company. 


EXTRACURRICULAR ACTIVITIES . . . 


Edward J. Gesick, vice president of 
Southwest Research Institute, San Antonio, 
Texas, has been appointed to the Presi- 
dent's Bipartisan Commission on Increased 
Use of Agricultural Products as a member 
of a special task group on hides, skins and 
animal by-products which will advise on 
research needs and economic considera- 
tions for the increased industrial use of 
agricultural products. Mr. Gesick is also 
secretary-treasurer of Southwest Founda- 
tion for Research and Education. He has 
also been chairman of the American Man- 
agement Seminars on “Costs and Controls 
for the Research and Development Pro- 
gram.” . . . A. A. Buzzi, controller of 


Shell Oil Company, New York, has been 
elected chairman of the general committee 
and vice president, finance and accounting 
division of the American Petroleum Insti- 
tute. 


RETIREMENTS .. . 

J. Howard White, vice president-finance, 
Shell Oil Company, New York, retired on 
January 1 following 31 years of service 
with the company. Mr. White has also 
served as a member of the Board of Trus- 
tees of Controllership Foundation, as its 
controller, 1950-54, and as its treasurer 
since 1955. He is succeeded by A. G. 
Schei, formerly treasurer of the company. 
C. C. Combs, vice president and treasurer 
of Shell Pipe Line Corp., Houston, Texas, 
has succeeded Mr. Schei as treasurer of 


Shell. 


NEW APPOINTMENTS .. . 


Arthur R. Campbell was sworn in on 
December 13 as a member of the Renego- 
tiation Board in the office of the Secretary 
of the Navy. A retired member of Con- 
trollers Institute and a CPA (Pennsyl- 
vania), Mr. Campbell has a varied back- 
ground including banking and industrial 
as well as government service. 
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Obituary 





MR. HILL 


RAYMOND O. HILL died of a heart at- 
tack at his home on November 2, 1956. 
Mr. Hill, 57, was controller of Cannon 
Electric Company, Los Angeles, California. 


ALBERT F. MACK, certified public ac- 
countant of Laguna Beach, Calif., died 
suddenly on November 3, 1956 at the age 
of 52. 





MANAGER—BUDGETS 


The General Offices of a long established 
and well-known multi-plant Company with 
an exceptional record of earnings, growth 
and stability requires a Manager—Budgets. 
Applicant should be a college graduate 30 
to 38 years of age and presently employed 
as the Budget Manager of a medium-size 
company or the Assistant Budget Manager 
of a large company. Position requires the 
highest professional and personal qualifica- 
tions. Initial salary area $9,000 to $10,000 a 
year. Philadelphia area. Please submit 
resume. 


Box D 2252—THE CONTROLLER 
2 Park Ave. New York 16, N. Y. 
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+ OPPORTUNITIES* 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month 


Address box number replies to THE CON- 
TROLLER, Two Park Avenue, New York 16, 
N. Y. Replies will be forwarded. 





SITUATIONS WANTED 





CONTROLLER 

American, married, working in Caracas, avail- 
able shortly. Proven administrator. Heavy ex- 
perience all functions—accounting, finance, con- 
trol areas—in multiplant industrial, commer- 
cial, public utility fields. Knowledge Spanish 
and Latin American operating conditions. 
Would relocate. Electronic data processing. 
Member CIA. University education, advanced 
studies. Box 2245. 


CONTROLLER 


Top education and long experience all phases 
of modern controllership—organization, per- 
sonnel, accounting, audits, costs, budgets, sys- 
tems, manuals, insurance, taxes, etc. Member 
Controllers Institute. IBM experience. Seeks 
opportunity with growing organization desiring 
modern control administration. Box 2246. 


PRIVATE ACCOUNTANT 

Can you use a capable, enthusiastic, energetic, 
career-minded young accountant in your firm? 
One with the following background? CPA, 
MBA, BA, five years diversified public account- 
ing experience which includes auditing, taxes, 
systems, budgets, reports, etc. Age 31, married, 
two children. Box 2251. 


TREASURER-CONTROLLER 

CPA with extensive high-level experience in 
public and industrial accounting, finance, or- 
ganization. Conversant with latest developments 
in multidivision controls on capital allocations, 
projections, costs, electronic tabulating. Will 
consider any constructive executive position. 
Box 2253. 


ADMINISTRATIVE ASSISTANT 

34. MBA (Management), MS (Mechanical 
Engineering). Cost and efficiency studies, stand- 
ards, manufacturing costs, engineering construc- 
tion supervision, process development. Seeking 
staff position in long-range planning, manufac- 
turing economics, operations research. South- 
west. Box 2254. 


CONTROLLER-ASSISTANT TREASURER 
CPA, 35, B.S. Wants career opportunity with 
progressive medium-sized corporation. Thir- 
teen years accounting, financial management, 
taxes, auditing, and systems with large CPA 
firm, industrial corporation, U. S. General 
Accounting Office, and Internal Revenue Na- 
tional Office (present). Earning $10,000.00. 
Box 2255 





NOTE: THE CONTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 
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Planning and Control 
in Machine Accounting Installations (cominued from page 13) 


normally done on this machine should be 
scheduled onto the other machines to the 
point where the machine is completely 
free and obviously can be released. 


CLERICAL WORK 
IN THE MACHINE ROOM 

It is not uncommon to find that a tabu- 
lating supervisor has a large number of 
clerical employes engaged in various ac- 
tivities in his department. Such functions 
as editing, coding, balancing, and main- 
taining accounting controls are quite nec- 
essary and must be performed somewhere. 
Unless the tabulating supervisor is an ex- 
cellent administrator, which is not always 
the case, these clerical employes may not 
be properly supervised and this may result 
in considerable inefficiency. 

Much of this type of work has come 
within the responsibility of the tabulating 
department, because areas such as sales and 
production, which originate the basic data, 
do not produce them in a form satisfactory 
for machine processing. While perform- 
ing such work within the tabulating de- 
partment may have been a necessary com- 
promise, it is not always the best solution 
to the problem. Effort should be concen- 
trated on obtaining sales and production 
data in a form suitable for processing 
without further clerical work. If clerical 
employes are required to code and edit 
source documents perhaps these employes 
should be located in the originating de- 
partment. Some companies have gone so 
far as to move key punching equipment 
into the departments that originate the 
source data, with quite satisfactory results. 

Many companies have established con- 
trol units apart from the actual tabulating 
operation. This may be desirable under 
certain conditions, but it appears to be a 
“de facto” recognition that the tabulating 
supervisor is not a trained accountant. It 
is doubtful whether such a separation 
would be required if the supervisor were 


sufficiently acquainted with accounting 
and internal control requirements. 

Another separation that has been made 
with quite successful results is a complete 
separation of the key punching group 
from the remainder of the tabulating 
equipment. This is usually a physical sepa- 
ration rather than an organizational one, 
as such operations need to be coordinated 
under a common head. There are several 
advantages to such a separation. This 
group originates the input data for the 
machines but the operation is still semi- 
clerical in nature, requiring the active par- 
ticipation of the operator in the machine, 
whereas the remainder of the tabulating 
machines require very little attention from 
the operators. Clerical activity usually re- 
quires a different type of supervision than 
for machine operation, and there are other 
advantages such as reduction of the noise 
level and elimination of possible distrac- 
tions. 


FLOW OF CARDS AND DOCUMENTS 


Very little attention has been given to 
the problem of moving cards and dou- 
ments from one location to another, al- 
though in many respects the movements 
of such data are analogous to the move- 
ment of material within the factory. The 
use of conveyor belts, pneumatic tubes, 
and other such devices has not been too 
pes ste It would seem that more 
consideration should be given to machine 
layout and to the problem of moving data 
from one location to another as automati- 
cally as possible. 


SUMMARY 

As more and more of our accounting is 
done by machines, it is time perhaps to get 
trained accountants in charge of such in- 
stallations and to use cost accounting and 
industrial engineering techniques to the 
fullest. Even the most efficient organiza- 
tions can benefit from introspection, and 
the less efficient have much to gain. 





MARK YOUR CALENDAR 





CONTROLLERS 


Conference 
Midwestern/Southern 
Western 
Eastern 
Annual National 


Date 
MARGH 31-APRIL .2 
APRIL 25-27 
MAY 15-18 
NOVEMBER 1-4 


* 


INSTITUTE OF AMERICA 


Hotel 
Muehlebach 
St. Francis 
Sheraton 
Greenbrier 


City 
KANSAS CITY 
SAN FRANCISCO 
ROCHESTER 
WHITE SULPHUR 
SPRINGS, W. VA 
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